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Announcements 
34-11614 Announcing the names of persons 
who have agreed to serve as mem- 
bers of the National Market Ad- 
visory Board 
Proposed Rule 17Ac2-1 would 
require each transfer agent for 
which the Commission is the 
appropriate regulatory agency, 
as defined in Section 3(a)(34)(B) 
of the Act to file with the Com- 
mission an application for regis- 
tration on Form TA-1 


34-11622 


Enforcement 
LR-7051 Irving D. Kaplan 
Permanent Injunction entered 
enjoining defendant from 
further violations of the anti- 
fraud provisions of the Secur- 
ities Exchange Act of 1934 

Leonard Cooper, et al. 
Permanent injunction entered 
enjoining defendant from vio- 
lating and aiding and abetting 
violations of the registration 
and anti-fraud provisions of 
the federal securities laws in 
manipulation case 


34-11615 








Intertie, Inc., et al. 

Civil Complaint filed in the 
United States District Court 
Central District of California 
seeking an injunction from 
further violations of the se- 
curities registration provisions 
and the anti-fraud provisions 
in case involving limited part- 
nership interests - Receiver 
sought. 

Saxon Securities Corporation, 

et al. 

President and secretary- 
treasurer convicted of crim- 
inal contempt of court for 
violating temporary restrain- 
ing order and permanent 
injunction. 

Robert Alden Rhoads, et al. 
Defendants enters plea of 
guilty to one count of con- 
spiracy in four separate 
criminal actions in case 
involving Shamrock Funds 


Various Proposals Relating to 
Disclosure of Beneficial Owners 
and Holders of Record of Voting 
Securities (Proposed Rules 13d-5, 
13d-6 and 13d-7 and Form 13D-5 
and Amendments to Rules 13d-1, 
13d-3 and 14d-1, Schedules 13D, 
14A and 14B and Forms 10, 10-K, 
12 and 12-K under the Securities 
Exchange Act of 1934; Proposed 
Amendments to Forms S-1, S-2, 
S-3, S-11 and 1-A under the Se- 
curities Act of 1933; and Pro- 
posed Amendments to Form U5S 
under the Public Utility Holding 
Company Act of 1935) (File No. 
S7-580) 

(Comment Period Expires 

November 30, 1975) 
Adoption of Amended Rule 
17a-3(a)(12)(A)(8) under the 
Securities Exchange Act of 1934 
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Modifying the Requirement 

that Broker-Dealers Maintain 

a Record of All Arrests, In- 

dictments or Conviction, 

Other Than Minor Traffic 

Offenses, of Associated 

Persons 
Proposed Rule 14b-1 under the 
Securities Exchange Act of 1934, 
“Obligations of Registered Brokers 
in Connection with the Timely For- 
warding of Certain Communications 
to Beneficial Owners,” and Pro- 
posed Amendments to Rule 14a-3 
(d), “Information to be Furnished 
to Security Holders” (File No. S7- 
581) 

(Comment Period Expires 

November 30, 1975). 
Notice of Filing of Proposed Rule 
Changes by New York Stock Ex- 
change, Inc. (File No. SR-NYSE- 
75-1) 
Notice of Filing of Proposed Rule 
Changes by Pacific Stock Exchange, 
Inc. (File No. SR-PSE-75-1) 
Notice of Proposal to Adopt Rule 
6c-2 Under the Investment Com- 
pany Act of 1940 Exempting Cor- 
porations Organized Pursuant to 
the Alaska Native Claims Settle- 
ment Act from Sections 8(b), 11, 
12, 13, 14, 15(b), 15(d), 16, 18, 
19, 20(b), 20(c), 20(d), 21(a), 22, 
23, 24, 26, 27, 28, 29, 30(b)(1), 
30(c), 30(f), 32(a)(2), 32(a)(3), 
32(a)(4), 35(a), 35(b), 35(c) and 
Rules Adopted by the Commission 
under Such Sections, and Providing 
Partial Exemptive Relief from Sec- 
tions 17(a), 17(d), 20(a), 30(a) and 
30(d) of the Act and the Rules 
Thereunder, and of Amendment 
of Existing Rule 6c-2(T) to Make 
Clear the Retroactive Nature of the 
Relief Conferred by Such Tempor- 
ary Rule 

(Comment Period Expires 

October 1, 1975). 


34-11617 


34-11619 


34-11621 


40-8902 














FREEDOM OF INFORMATION ACT 





FREEDOM OF INFORMATION ACT 
Release No. 25/August 25, 1975 


In the Matter of Request of 
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CARL L. SHIPLEY 


for access to records relating to an investigation of 
Middendorf, Colgate & Co. 


ORDER PARTIALLY GRANTING REQUEST 


The Commission has received the appeal of Carl L. 
Shipley, Esquire, seeking access, pursuant to the 
Freedom of Information Act (FOIA), to investigatory 
records relating to a certain administrative proceeding, 
In the Matter of Middendorf, Colgate & Co., Adminis- 
trative Proceeding No. 3-3836. The request was initially 
denied on the basis of the third exemption contained 
in the FOIA 1/ and Section 210(b) of the Investment 
Advisers Act of 1940 (‘‘Advisers Act’’), 15 U.S.C. 
§80b-10(b). That Section provides: 


“Subject to the provisions of subsections (c) 
and (e) of Section 209 [relating, respectively, 
to subpoena enforcement and injunctive ac- 
tions brought by the Commission, and crim- 
inal references made to the Attorney General], 
the Commission, or any member, officer, or 
employee thereof, shall not make public the 
fact that any examination or investigation 
under this title is being conducted, or the re- 
sults of or any facts ascertained during any 
such examination or investigation; and no 
member, officer, or employee of the Commis- 
sion shall disclose to any person other than a 
member, officer, or employee of the Commis- 
sion any information obtained as a result of 
any such examination or investigation except 
with the approval of the Commission. The pro- 
visions of this subsection shall not apply— 


(1) in the case of any hearing which is public 
under the provisions of Section 212; or 


(2) in the case of a resolution or request from 
either House of Congress.” 


The purpose of Section 210(b) is to protect the con- 
fidentiality of the relationship between an investment 
adviser and its clients. The House Report on the Ad- 
visers Act stated, with respect to the legislation gener- 
ally, that it 


. . recognizes the personalized character of 
the services of investment advisers and especial 
case has been taken in the drafting of the bill to 
respect this relationship between investment ad- 
visers and their clients.”’ 2/ 


With respect to Section 210 in particular, the Report 
noted: 


“Section 210, which relates to publicity, recog- 
nizes that in many instances the adviser-client 
relationship is a personalized one and provides 
for confidential treatment of information ob- 
tained in the administration and enforcement 
of the title, to the extent that such treatment 
is consistent with efficient enforcement.” 3/ 
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) In 1960, Section 210(b) was amended by the addition 
” of the provision permitting the Commission to approve 
the disclosure of information obtained in the course of 
an investigation. 4/ It is apparent that this amendment 
was intended to clarify the Commission’s authority to 
disclose information obtained in the course of an in- 
vestigation “in certain circumstances,” such as disclosure 
to state law enforcement agencies when it appeared that 
a violation of state law might be involved. 5/ 


in the present circumstances, where the Commission’s 
investigation has resulted in the institution of an enforce- 


ment action, where the enforcement action has been com- 


pleted, 6/ and where no further enforcement action is 
contemplated, the prohibitions of Section 210(b) apply 
to protect those records obtained in the investigation 
which relate directly to the adviser-client relationship 
(e.g., personal information supplied to the adviser by 
the clients in order to allow him to evaluate the clients’ 
investment needs, specific advice or services rendered, 
and the records reflecting transactions by or on behalf 
of clients). Such matters are, the Commission believes, 
exempt from compelled disclosure by virtue of the third 
exemption, 5 U.S.C. $552(b)(3), and the provisions of 
Section 210(b) of the Advisers Act. In addition, most, 
if not all, of these materials are also exempt from dis- 
closure because they are “investigatory records com- 
piled for law enforcement purposes, ” the production 
of which would “constitute an unwarranted invasion 

of [the] personal privacy” of the former clients of 

, Middendorf, Colgate & Co. 5 U.S.C. §552(b)(7)(C). 


Inter- and intra-agency memoranda contained in the 
investigatory file are, of course, exempt from com- 
pelled production pursuant to the fifth exemption con- 
tained in the Freedom of Information Act, 5 U.S.C. 
§552(b)(5). 


Although the factual portions of such memoranda, 

if not inextricably intertwined with the opinions and 
recommendations expressed, would generally be re- 
quired to be disclosed, 7/ disclosure is not required 
in this case, since all the facts upon which the mem- 
oranda were based are contained in evidentiary ma- 
terial which either will be disclosed or is otherwise 
exempt. As the Court of Appeals for the District of 
Columbia Circuit has observed, the purpose of the 
fifth exemption is to protect an agency's deliberative 
processes. Disclosure of the factual portions of the 
withheld memoranda would, in the instant circum- 
stances, serve only to reveal the staff's “evaluation 

of the relative significance of the facts” recited there- 
in; “[t] o probe the summaries of record evidence 
would be the same as probing the decision-making 
process itself.” 8/ 


Accordingly, 1T 1S ORDERED that the request of 
Carl L. Shipley for access to investigatory records 
relating to the administrative proceeding against 
Middendorf, Colgate & Co. and others is denied 

with respect to the adviser-client records and internal 
memoranda contained in the file, as more fully set 
forth above, and is in all other respects granted. 


By the Commission. 








George A. Fitzsimmons 
Secretary 


1/ The FOIA “does not apply to matters that are... 
specifically exempted from disclosure by statute.” 
5 U.S.C. §552(b)(3). 


2/ H. R. Rep. No. 2639, 76th Cong. 3d Sess. (1940), 
p. 28. 


3/ Id. p. 30. See also, S. Rep. No. 1775, 76th Cong. 
3d Sess. (1940), p. 23. 


4/ Public Law No. 86-750, 74 Stat. 885. At the time 
the Section was amended, additional light was shed on 
the purpose of the original Section 210. Discussing 
Section 6 of the Investment Advisers Act Amend- 
ments of 1960, which first authorized the Commis- 
sion to require advisers to keep books and records 
which would be open to Commission inspection, 

the Senate Report noted: 


“The nature of the business of an investment 
adviser differs from that of a broker on account 
of the personal details of a client's life which 
the adviser keeps on file to assist management 
of a portfolio. The industry has always feared 
that an investigation or examination might leave 
it prey to gossip mongering.” 


S. Rep. No. 1760, 86th Cong., 2d Sess. (1960), p. 6. 
5/ The House Report on the amendment stated: 


“As [Section 210(b)] now reads, it is not 

clear that the Commission could disclose to 
appropriate State officials facts ascertained 

in an investigation which tend to indicate a 
violation of State law . .. The proposed amend- 
ment would make it clear that the information 
gathered in an inspection or investigation could 
be disclosed in certain circumstances, but only 
with the approval of the Commission itself.” 


H. R. Rep. No. 2179, 86th Cong., 2d Sess. (1960), 
p. 8-9; see also, S. Rep. No. 1760, 86th Cong., 2d 
Sess. (1960), p. 9. 


6/ On July 25, 1972, the Commission instituted 
public administrative proceedings against Middendorf, 
Colgate & Co. and others based on alleged violations 
of former Section 36 and present Section 36(a) of 
the Investment Company Act. On June 21, 1974, 
the proceedings were dismissed by the Commission 
and prior orders accepting offers of settlement by 
some respondents were vacated because, the Com- 
mission held, former Section 36 and present Section 
36(a) of that Act cannot serve as the sole basis for 
administrative proceedings. See Securities Act Re- 
lease Nos. 10016 (February 26, 1973), 10870 and 
10871 (June 21, 1974). 


7/ Environmental Protection Agency v.Mink, 410 
U.S. 73 (1973). 
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8/ Montrose Chemical Corp.v. Train, 471 F.2d 63, 
68 (C.A.D.C. 1974). 








SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5609/August 25, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11616/August 25, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19140/August 25, 1975 


VARIOUS PROPOSALS RELATING TO DISCLOSURE 


OF BENEFICIAL OWNERS AND HOLDERS OF RECORD 


OF VOTING SECURITIES (PROPOSED RULES 13c-5, 
13d-6 AND 13d-7 AND FORM 13D-5 AND AMEND- 


MENTS TO RULES 134-1, 13d-3 AND 14d-1, SCHEDULES 
13D, 14A AND 14B AND FORMS 10, 10-K, 12 AND 12-K 


UNDER THE SECURITIES EXCHANGE ACT OF 1934; 
PROPOSED AMENDMENTS TO FORMS S-1, S-2, S-3, 


S-11 AND 1-A UNDER THE SECURITIES ACT OF 1933; 
AND PROPOSED AMENDMENTS TO FORM US5S UNDER 


THE PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935) (File No. S7-580) 


(Comment Period Expires November 30, 1975) 


The Commission today proposed rules and amendments 
to its rules, schedules, and reporting and registration 
forms relating to the disclosure of beneficial owner- 
ship for purposes of: Sections 13(d) and 14(d) of 
the Securities Exchange Act of 1934 (Exchange Act); 
the proxy rules and certain registration and reporting 
forms under the Exchange Act, certain registration 
forms under the Securities Act of 1933 (Securities Act) 
and Form USS under the Public Utility Holding Com- 
pany Act of 1935 (Holding Company Act). In addition, 
proposals would require disclosure in proxy statements 
and certain reporting forms and registration statements 
of the 30 largest record holders of any class of voting 
securities and of the associated underlying voting auth- 
ority. 


The purpose of the proposals is to make more meaning- 
ful and in some cases, <o clarify, disclosure of beneficial 
ownership and holders of record of securities of an 
issuer. The proposed rules and amendments under Sec- 
tions 13 and 14 of the Exchange Act would (1) provide 
standards for determination of beneficial ownership for 
purposes of Sections 13(d) and 14(d); (2) require more 
disclosure in Schedule 13D about the nature of the 
beneficial ownership and about other beneficial owners 
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of the securities; (3) require disclosure in Schedule 
13D of record holders of the securities reported on; 
(4) permit filing of one Schedule 13D reporting 
different owners of the same securities; (5) deem 
certain persons who become beneficial owners of 
securities to have acquired such securities for pur- 
poses of Section 13(d)(1); (6) provide a short form 
acquisition notice, Form 13D-5, to be used by cer- 
tain persons who acquire securities in the ordinary 
course of their business and not for purposes of 
control; and (7) provide an exemption from the 
filing requirements of Section 13(d)(1) for certain 
underwriters who acquire securities in the ordinary 
course of a firm commitment underwriting. 


The proposed amendments to the various registration 
and reporting forms requiring disclosure of principal 
security holders as well as to Schedule 14A, Informa- 
tion Required in Proxy Statement, would require dis- 
closure, to the extent known by the issuer, of (1) 
beneficial owners of more than five percent of any 
class of voting securities and the nature of their owner- 
ship; (2) the aggregate amount and nature of benefi- 
cial ownership by officers and directors of each class 
of voting securities of the issuer; and (3) the 30 larg- 
est holders of record of each class of voting securities 
(names of persons holding less than 1/10 of 1% of the 
outstanding securities of the class need not be includ- 
ed) and their voting authority and underlying voting 
authority, if known. The proposed rule relating to 
who is a beneficial owner for purposes of Section 
13(d) is proposed to be adopted as an instruction 

to the proposed item relating to beneficial owner- 
ship, to Schedule 14B under the proxy rules, and to 
Form U5S under the Holding Company Act which 
requires disclosure of beneficial owners of more 

than one percent of any class of voting securities. 


This release contains a general description of the 
background, purpose and general effect of the proposals 
to assist in a better understanding of their provisions. A 
brief synopsis is also included. However, attention is di- 
rected to the proposals themselves for a more complete 
understanding. 


BACKGROUND 


Since the adoption of Sections 13(d) and 14(d) of the 
Exchange Act in 1968, as amended, requiring disclo- 
sure by persons acquiring beneficial ownership of 
more than five percent 1/ of certain classes of securi- 
ties of an issuer, there have been questions raised about 
the standards to be applied for determination of bene- 
ficial ownership for purposes of the reporting require- 
ments of Sections 13(d) and 14(d). The need for im- 
proved disclosure in this area has become more appar- 
ent recently because of increased public interest in 
the identity and nationality of any person who has 
the power to influence or effect changes in the con- 
trol of corporations. 


In the fall of 1974, the Commission conducted hear- 
ings concerning beneficial ownership and related 

matters. 2/ Letters of comment from interested 
persons and written and oral testimony from wit- 
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') nesses at the hearings were received on, among other 
” things, the questions whether the term “beneficial 


owner” should be defined and if so, how, and whether 
there should be additional disclosure by beneficial 
owners and by companies about principal owners of 
their securities. 


On the basis of the record of the Beneficial Ownership 
Hearings, Congressional concern with full disclosure in 
this area 3/ and the Commission’s experience in admin- 
istering the existing rules, the Commission is proposing 
rules intended to make more meaningful and to clarify 
disclosure concerning beneficial owners of securities of 
public companies. The Commission is of the view that 
these proposals, if adopted, would carry out the Con- 
gressional purpose for enacting Section 13(d). 4/ In 
addition to disclosure about beneficial owners, the 
Commission is also proposing disclosure of the 30 
largest record holders of each class of voting securities 
of an issuer, subject to a de minimus exception. This 
proposal reflects some of the recommendations of the 
Interagency Steering Committee on Uniform Corpor- 
ate Reporting 5/ which recommended that agencies 
such as the Commission, the Civil Aeronautics Board, 
the Federal Communications Commission and the In- 
terstate Commerce Commission require disclosure of, 
among other things, the 30 largest record holders and 
of their voting power with regard to issuers subject to 
the authority of such agencies. 


SYNOPSIS OF PROPOSALS 


Proposed Amendment to Rule 13d-1: Filing of 
Schedule 13D 


The proposed standards for determination of beneficial 
ownership (see discussion of proposed Rule 13d-3 be- 
low) could result in there being more than one benefi- 
cial owner of the same securities. This is particularly 
true with regard to the attribution provisions of pro- 
posed Rule 13d-3(a) which deem family members 
sharing the same home to be the beneficial owners of 
any securities held by any of them and where the 
incidents of ownership are split between several per- 
sons. Therefore, it is proposed to amend Rule 13d-1 

to provide that only one report need be filed to report 
beneficial ownership of either a family group sharing 
the same home or of the same securities beneficially 
owned by different persons. In each case, the report 
would have to identify the persons who are beneficial 
owners of the securities and state that it is filed on be- 
half of all such persons. The proposals allowing for 
one report relate only to Schedule 13D and Section 
13(d)(1), not to any short form filings on proposed 
Form 13D-5. 


Proposed Amendment to Rule 13d-3: Determination 
of Beneficial Ownership 


Proposed Rule 13d-3 would provide standards for 
determining who is a beneficial owner for purposes 
of deciding who must file the statement required by 
Section 13(d). At present, there is no explicit defini- 
tion of the term “beneficial owner” for purposes of 
this section. 





Section 13(d) provides that any person who, after 
acquiring directly or indirectly the beneficial owner- 
ship of any equity security of a class which is regis- 
tered pursuant to Section 12 of the Exchange Act, 

or any equity security of an insurance company which 
would have been required to be so registered except 
for the exemption contained in Section 12(g)(2)(G) 
of the Exchange Act, or any equity security issued by 
a closed-end investment company registered under 

the Investment Company Act of 1940, is directly 

or indirectly the beneficial owner of more than five 
percent of such class must file an acquisition state- 
ment with the Commission and send it to the issuer 
and any exchange on which the securities are traded. 


Proposed amendments to Rule 13d-3 would, for pur- 
poses of Section 13(d), deem any person who directly 
or indirectly through any contract, arrangement, 
understanding or relationship, has or shares the power 
to direct the voting or disposition of a security or who 
has or shares the right to receive or the power to direct 
the receipt of dividends from or the proceeds of sale 
of a security to be a beneficial owner of such security. 
Thus, as a note to the proposed rule points out, there 
could be more than one beneficial owner of the same 
securities, for example, the account owner and the 
broker in a discretionary account. In addition, as 
another note indicates, all securities beneficially own- 
ed by a person would be aggregated in determining 
how many securities he owned, regardless of the na- 
ture of his beneficial ownership. Thus, a person who 
served as investment adviser to a group of mutual 
funds and also as adviser to discretionary accounts 
might be the beneficial owner of the securities held 
by the funds as well as in the accounts and would 
have to aggregate the number held in each capacity 

in determining whether or not he was the beneficial 
owner of more than five percent of a class. 


The proposed rule also provides specifically that cer- 
tain persons, whether or not they otherwise would 
come within the definition, would be deemed to be 
beneficial owners. Thus, proposed Rule 13d-3(a)(1) 
deems a person to be a beneficial owner of all se- 
curities beneficially owned by all individuals who are 
related by blood, marriage or adoption to such per- 
son and who share the same home. 


In addition, proposed Rule 13d-3(a)(2) incorporates 
and expands existing Rule 13d-3 and deems a person 
to be the beneficial owner of securities which he has 
a right to acquire through the exercise of an option, 
warrant, or right exercisable within 60 days, through 
the conversion of convertible securities convertible 
within 60 days, or through the revocation of a trust 
or similar arrangement. The definition of beneficial 
owner, although intended to be broad, would not 
usually include such persons as pledgees pursuant to a 
bona fide pledge agreement, remainder-men under 
various trusts or estate arrangements or other persons 
who have an interest in securities that is subject to a 
condition occurring over which they have no control. 
As indicated in the proposed note to Rule 13d3-1(b), 
if the conditions are within the control of the holder 
of the right to acquire the securities, the holder would 
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be considered to be the beneficial owner of the securi- 
ties to which such right related. 


The proposed rule contains a specific exclusion for per- 
sons who would come within the definition solely be- 
cause they are members of a national securities exchange 
that has rules allowing the members to vote securities 
held of record, without instruction, on certain routine 
matters. 6/ 


Although the proposal would provide specific standards 
for determination of beneficial ownership, the actual 
determination usually rests on an analysis of the facts 
and circumstances of each case. It should be noted that 
if there is a plan or scheme to evade the reporting re- 
quirements of Section 13(d), a report under Section 
13(d)(1) would be required. 


The proposed rule also provides that any person may 
expressly declare in any statement filed that the filing 
of the statement shall not be construed as an admission 
that the person is the beneficial owner of the securities 
covered by the statement. This is parallel to the provi- 
sion in Rule 16a-3 under the Exchange Act which 
allows a similar disavowance in reports filed pursuant 
to Section 16(a). It should be noted, however, that this 
parallel does not carry over to the definition of benefi- 
cial ownership. Since the purposes of Section 16 are 
different from those of Sections 13(d) and 14(d), the 
Commission is not proposing to amend the rules under 
Section 16. The current concept of beneficial owner- 
ship for purposes of Section 16 would continue to be 
applicable, as defined and interpreted by the Commis- 
sion and construed by the federal courts. 


Proposed Rule 13d-5 and Form 13D-5: Short Form 
Acquisition Statement 


The proposed definition of beneficial owner includes 
persons who, although deemed to have beneficial own- 
ership of securities, have acquired the securities in the 
ordinary course of their business and not with a view 
toward changing or effecting a change in control of 
the issuer (for example, an endowment fund). In such 
cases, filing of a Schedule 13D and prompt amendment 
of such schedule do not appear to be necessary for the 
purposes of Section 13(d). To alleviate burdens on 
such persons, Congress specifically provided in Section 
13(d)(5) that the Commission could permit the filing 
of a short form acquisition notice in lieu of the more 
detailed Schedule 13D which, since it is primarily 
aimed at obtaining information about potential 
changes in control, calls for specific information about 
the beneficial owner, his holdings and his plans. 


The Commission believes, particularly in light of the 
proposed definition of ‘beneficial owner” for pur- 

poses of Section 13(d), that it is appropriate to pro- 
pose a short form acquisition notice pursuant to Sec- 
tion 13(d)(5). Proposed Rule 13d-5 would make 
proposed Form 13D-5 available to any registered 

broker or dealer, insurance company exempted 

from the Exchange Act pursuant to Section 12(g)(2)(G), 
bank required to file under Section 12(i) of the Ex- 
change Act, registered investment company, regis- 
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tered investment adviser, or employee benefit plan, 
pension fund or endowment fund that had acquired 
the beneficial ownership of more than five percent 

of a class subject to Section 13(d)(1), if such person 
had acquired the securities in the ordinary course of its 
business and not with the purpose or effect of changing 
or influencing the control of the issuer nor in connec- 
tion with, or as a participant, in any transaction having 
such purpose or effect. This latter standard is the stand- 
ard set by Section 13(d)(5). The short form would be 
available only to the persons specified since they are 
the ones who are most likely to have acquired more 
than a five percent interest in an issuer in the ordinary 
course of their business. 


The proposed short form, Form 13D-5, would require 
the name and business address of the principal office 
of the reporting person and the country of which such 
person is a national; the name of the issuer; the report- 
ing person’s business; and the amount and percentage 
of the class beneficially owned. In addition, any nomi- 
nees used as record holders and their addresses would 
have to be identified, and the reporting person would 
have to represent that the securities were acquired in 
the ordinary course of business as set forth in Section 
13(d) (5). 


In connection with the proposed short form acquisi- 
tion notice, the Commission is also proposing a rule 
relating to the necessity for amendment of such no- 
tice. Existing Rule 13d-2 requires prompt amendment 
of an acquisition statement whenever a material change 
in the facts reported on occurs. The Commission be- 
lieves it would be unworkable and also unnecessary 

for the protection of investors to require amendments 
to the short form notice whenever any material change 
occurs, since many of the persons filing such a notice 
would be financial institutions that might have changes 
occurring frequently in the ordinary course of their 
businesses. Therefore the Commission is proposing 
Rule 13d-5(b) which would, notwithstanding Rule 
13d-2, require that an amendment to the short form 
notice reflecting material changes as of the end of the 
quarter be filed within ten days of the end of each cal- 
endar quarter; one type of material change that would 
have to be reported would be a decrease to five percent 
or less in the percent of the class owned. However, as 

a proposed note indicates, once an amendment to the 
short form notice has been filed reflecting ownership 
of five percent or less, no additional filing would be 
required unless the person thereafter acquired se- 
curities resulting in ownership of more than five per- 
cent of the class. To be able to use the quarterly update 
rather than be subject to Rule 13d-2, the person would 
have to continue to be eligible to file a short form ac- 
quisition notice pursuant to the requirements set forth 
in proposed Rule 13d-5. If the person ceased to meet 
such requirements for the short form notice, he would, 
under proposed Rule 13d-5(c), immediately become 
subject to Rule 13d-1. 


The Commission is of the opinion that the information 
that would be required in the short form acquisition 

notice would be sufficient for purposes of Section 
13(d) so long as the securities were acquired in the 
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ordinary course of business and not for the purpose (nor 
with the effect of) changing or influencing control of 

the issuer, nor in connection with any transaction hav- 
ing such purpose or effect. The Commission believes, 
however, that obtaining the short form information is 
important even where the object is not control since 

any large block of securities subject to direction by 

one person has the potential to be significant in influ- 
encing control of the issuer. 


The Commission is aware that information obtained 

in the short form notice may, at some future time, 

also be required pursuant to new Section 13(f) of the 
Exchange Act. 7/ At such time as rules are adopted 
thereunder, the Commission intends, where appropriate, 
to revise any rules necessary to avoid duplication of in- 
formation and unnecessary burdens on institutional hold- 
ers of securities. 


Proposed Rule 13d-6: Acquisition of Securities 


The Commission is proposing Rule 13d-6 which would 
deem certain persons who become beneficial owners of 
securities to have “‘acquired”’ them for purposes of Sec- 
tion 13(d)(1) of the Exchange Act. Under proposed 
Rule 13d-6(a), a person such as a donee, executor, 
trustee or legatee who becomes a beneficial owner of 
securities without purchasing them shall be deemed to 
have “acquired” the securities for purposes of Section 
13(d)(1). 8/ This would make it clear that an acquisi- 
tion statement would have to be filed by such person 
if he became beneficial owner of more than five per- 
cent of a class subject to Section 13(d)(1) even though 
he had not intended, and had taken no action, to be- 
come a beneficial owner. 


Proposed Rule 13d-6(b) would deem persons who have 
agreed, whether orally or in writing, to act together for 
purposes of acquiring, holding or disposing of securities 
of an issuer to have “‘acquired,” as of the time of the 
agreement, the securities beneficially owned by each 

of the persons in the group. This proposal is based in 
part on the holding of the court in GAF v. Milstein 9/ 
where the court decided that, for purposes of Section 
13(d)(1), it was not necessary for a group to acquire 
additional securities if their combined holdings, upon 
formation of the group, were more than five percent of 
the class. 


Proposed Rule 13d-7: Exemption for Certain Under- 
writers 


In connection with the proposal to provide a short form 
for persons who acquire securities in the ordinary course 
of their business, the Commission is proposing Rule 13d-7 
which would provide an exemption from Section 13(d)(1) 
for acquisitions by certain underwriters. Section 13(d)(6) 
(D) of the Exchange Act provides that the Commission 
can exempt an acquisition from Section 13(d)(1) if it 
determines that the acquisition was not entered into for 
the purpose of, and does not have the effect of, changing 
or influencing the control of the issuer, or is otherwise 
9 comprehended within the purposes of Section 13(d) 





The Commission believes that an acquisition by an 
underwriter of securities as part of a good faith firm 
commitment underwriting where it is anticipated that 
he will, as part of the distribution, be immediately re- 
selling such securities, is not the type of acquisition 

that Section 13(d)(1) was intended to cover. Proposed 
Rule 13d-7 would exempt an acquisition of securities 
by a person in the business of underwriting distributions 
through his participation in good faith in a firm commit- 
ment underwriting. However, the proposed rule would 
subject such underwriter to Section 13(d)(1) if he re- 
tains beneficial ownership of the securities for more 
than 40 days (based on the 40 day period specified in 
Section 4(3) of the Securities Act). 


Proposed Amendments to Schedule 13D: More Mean- 
ingful Disclosure of Beneficial Owners and Holders of 
Record 


Since the proposed concept of beneficial owner may 
be somewhat broader than the current understanding 
of the term, the Commission is proposing amendments 
to the Notes and Items 2, 3, 5 and 6 of Schedule 13D, 
the acquisition statement, to reflect the proposed de- 
finition and to obtain more meaningful information 
about the beneficial owners and the nature of their 
ownership. In addition, a proposed paragraph would 
cali for information about any record holder of the 
securities beneficially owned. Information obtained in 
the Beneficial Ownership Hearings and experience in 
this area suggest that other amendments to Schedule 
13D may be appropriate; the staff of the Commission 
is currently considering recommending additional 
amendments. 


Notes. As it now reads, Note B of Schedule 13D (the 
Notes are proposed to be changed to Instructions) re- 
quires that, if a reporting person is a corporation, the 
information required by Items 2-6 of the Schedule 
must be included with respect to each officer and di- 
rector and controlling person of the corporation. The 
Commission believes that requiring such detailed in- 
formation about each officer is unnecessarily broad and 
thus is proposing to limit the requirement to informa- 
tion about each “executive” officer, as defined to in- 
clude the president, secretary, treasurer, any vice presi- 
dent in charge of a principal business function (such as 
sales, administration or finance) and any other person 
who performs similar policy making functions for the 
corporation. In addition, the Note, proposed Instruc- 
tion B, would be amended to refer to “affiliate” rather 
than “controlling person.” 


The Commission also proposes to add a new Instruc- 
tion C which would reflect the proposed definition of 
beneficial owner as it relates to family members shar- 
ing the same home. Under the proposed definition, 
all such persons would be deemed to be beneficial 
owners of securities owned by any of them; however, 
proposed Rule 13d-1(c) would allow only one report 
to be filed on behalf of all such persons. Proposed In- 
struction C specifies that information called for by 
Items 2-6 would need to be provided only as to the 
head of the household and as to each adult member 
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of the household who would be the beneficial owner of 
the securities in the absence of the special provisions 
for attribution set forth in Rule 13d-3(a)(1). Thus, in- 
formation would not have to be provided about any 
children nor about adults who are deemed to be bene- 
ficial owners solely because they share the same home 
with another beneficial owner. 


Item 2. \tem 2 of Schedule 13D, “identity and Back- 
ground,” is proposed to be amended to require, in addi- 
tion to information about the background of the person 
filing the Schedule, identification of the country of which 
such person is a national. The Commission specifically 
invites comment as to whether disclosure of citizenship 
would be more appropriate, and if so, the reasons there- 
for. 


Item 3. Item 3 of Schedule 13D, ‘Source and amount 
of funds or other consideration,’ requires information 
about the source of funds or other consideration used 
to acquire the securities reported on, or to be used to 
acquire additional securities. The Commission is pro- 
posing to amend Item 3 by adding a requirement that, 
if the securities reported on were acquired otherwise 
than by purchase, the method of acquisition should be 
described and the person from whom the securities 
were acquired identified. Thus, if the securities were 
received as a gift, the name of the donor and the cir- 
cumstances of the gift would have to be included in 
the Schedule 13D. 


Item 5. The core of disclosure about the securities 
beneficially owned by the person filing the report is 
contained in Item 5, “Interest in securities of the issu- 
er.” The Commission is proposing to amend existing 
Item 5 to reflect the broad definition of beneficial 
owner and to obtain more information relating to the 
securities owned. 


As amended, Item 5 would require a statement of the 
number and percentage of the class beneficially owned 
by each of the persons about whom information is re- 
quired by the Schedule and by each of their affiliates. 
Existing Item 5 requires information about the owner- 
ship of securities by associates, which may be a larger 
group than “affiliates.” 10/ In light of the expanded 
definition of beneficial owner, however, the Commis- 
sion believes that information need only be furnished 
about affiliates of the persons reporting. The amended 
item would also require a description of the nature of 
each person’s beneficial ownership, the names of any 
persons other than those set forth who share beneficial 
ownership of a material amount of the securities re- 
ported on, information about any transactions in the 
class of securities effected during the past 60 days by 
the persons reporting or by executive officers, directors 
or affiliates of any subsidiaries of a reporting corpora- 
tion. In addition, the proposed item would require dis- 
closure of any overlapping beneficial ownership so that 
a fair understanding of the amount of securities actually 
owned could be achieved from reading the Schedule. 


Item 6. The Commission is also proposing to amend 
Item 6, “Contracts, arrangements or understandings 
with respect to securities of the issuer,”’ to make clear 
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that disclosure should be made if any of the securities 
are subject to any contingency that would give the 
power to direct the voting or disposition of the securi- 
ties to another person or would give another person the 
right to receive or the power to direct the receipt of the 
dividends or proceeds from the sale of such securities. 


It is also proposed to add a new paragraph to Item 6 
requiring disclosure of the record holder of the securi- 
ties, if different from the person filing the statement. 
For purposes of this proposed paragraph, the record 
holder would be the person who is identified as the 
holder of the securities on the records of security hold- 
ers maintained by or on behalf of the issuer of the se- 
curities. The name and address of the record holder 
would have to be provided, and if the record holder is 
a nominee, the name and address of the person employ- 
ing the nominee would have to be included. For these 
purposes, where the nominee is the nominee for a clear- 
ing agency (such as Cede & Co. for the Depository 
Trust Company), information would have to be given 
about the participant in the clearing agency who de- 
posited the securities. 


Signature. The signature section of Schedule 13D is 
proposed to be amended to require that whenever the 
statement is filed on behalf of more than one person, 
each person on whose behalf it is filed must sign it, 
with certain exceptions relating to filings on behalf of 
a family. This would mean that in the case of a group 
filing, each person who is a member of the group would 
have to sign the statement. The existing Schedule pro- 
vides that if a statement is signed on behalf of a person 
by an authorized representative, evidence of the repre- 
sentative’s authority must be filed with the statement. 


Proposed Amendment to Rule 14d-1: Determination 
of Beneficial Ownership 


Section 14(d) makes it unlawful for any person to make 
a tender offer for or a request or invitation for tenders 
of any class of security described in Section 13(d)(1) 

if after consummation thereof, the person would direct- 
ly or indirectly be the beneficial owner of more than 
five percent of the class, unless such person has filed 
with the Commission a statement of the type required 
by Section 13(d). 


In order to make clear that the definition of beneficial 
ownership for purposes of Section 13(d)(1) also applies 
for purposes of Section 14(d)(1), the Commission is 
proposing Rule 14d-1(g) so stating. 


Proposed Amendment to Schedule 14B; Determination 
of Beneficial Ownership 


Schedule 14B under the Exchange Act must be filed 

by persons, other than management of an issuer, who 
solicit proxies in connection with an election con- 

test. Item 3 of the Schedule requires information 

about shares of the issuer “beneficially owned.”’ The 
Commission is proposing an instruction to Item 3 

that would state that the definition of beneficial owner 
in proposed Rule 13d-3 would be applicable in respond- 
ing to the item. 
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f Proposed Amendments to Schedule 14A, Forms 10, 
10-K, 12 and 12-K under the Exchange Act; to Forms 
$-1, S-2, S-3, S-11 and 1-A under the Securities Act of 
1933; and to Form U5S under the Holding Company 
Act to Require Information about Security Ownership 
and Holdings of Principal Beneficial Owners and Man- 
agement and to Require Information about the 30 
Largest Security Holders of Record. 


Schedule 14A, Information Required in Proxy State- 
ment, the Form 10 registration statement and the 
annual report Form 10-K under The Exchange Act, 
as well as Form S-1, S-2, S-3 and S-11 registration 
statement forms and the Form 1-A Notification 
Statement of Regulation A under the Securities Act 
and the Form US5S annual report form under the 
Holding Company Act require disclosure of the prin- 
cipal security holders, of ecord and beneficially, of 
the registrant and, in some instances, of the security 
holdings of management. Forms 12 and 12-K under 
the Exchange Act do not presently require informa- 
tion about principal security holders. 


The Commission believes that information about both 
the record holders and the significant beneficial own- 
ers of the securities of the issuer is material to investors 
since it may be related to the question of who has or 
can influence control of the issuer. Also, there appears 
to be little reason to have different disclosure requirements 
for the various annual report, registration and notifica- 
tion forms, although the proxy statement form should 
contain more information about management holdings 
becuase the proxy statement is directly related to the 
voting of securities and to election of directors. 


The Commission is therefore proposing to amend the 
above registration, notification, proxy and reporting 
forms to include an item (referred to for purposes of 
this release as Item X) calling for disclosure, to the ex- 
tent known, with respect to (1) beneficial owners of 
more than five percent of any class of voting securi- 
ties (one percent in the case of Form U5S); (2) aggre- 
gate beneficial ownership by officers and directors; 
and (3) any contractual agreement that involves a 
pledge of securities the operation of the terms of 
which may result in a change of control. Another pro- 
posed item (referred to as Item XA for purposes of 
this release) would require disclosure of the 30 largest 
holders of record of each class of voting securities sub- 
ject to a de minimus exception, their voting authority, 
and certain underlying holders of voting authority, if 
not the record holder. These items, if adopted, would 
replace the existing principal security holder item in 
Schedule 14A and Forms 10, 10-K, S-1, S-2, S-3, S-11, 
1-A and U5S, and would be added to Forms 12 and 
12-K. Since information required by Schedule 14A is 
also required to be included in information statements 
filed pursuant to Section 14(c), no amendment to 
Schedule 14C is necessary. 


In some instances, the items would be modified to 
reflect the purpose and structure of the particular form. 
The Commission is not publishing the specific items 

for each form because this would be unnecessarily 








complex and lengthy and the substance of the proposed 
items should provide adequate basis for comment. 


ltem X. The first paragraph of proposed Item X would 
require the name and address and holdings of any per- 
son (including any group) known to the registrant to be, 
directly or indirectly, the beneficial owner of more than 
five percent (as opposed to the present ten percent re- 
quirement in many forms) of any class of the registrant's 
voting securities. In the case of Holding Company Act 
Form USS, this would include a beneficial owner of 
more than one percent. It should be noted that this 
proposal will indirectly increase disclosure in other 
areas, particularly the items requiring disclosure of 
“certain transactions” between management and “‘prin- 
cipal shareholders’’ named in response to the principal 
shareholder item. 


A breakdown of each person’s voting and investment 
authority over the securities and of his right to receive 
or power to direct the receipt of dividends or proceeds 
from the sale, would have to be included, if known. 
Identification of the country fo which such person is 

a national would also be required, if known. However, 
the Instructions would specifically provide that the re- 
gistrant could rely upon information set forth in acqui- 
sition statements filed with the Commission pursuant 
to Section 13(d), unless the registrant knew or had rea- 
son to believe that the information was not complete 
or that an acquisition statement should have been filed 
but was not. The registrant would be deemed to know 
the contents of any statements filed pursuant to Sec- 
tion 13(d). 


The second paragraph of proposed Item X would require 
that the registrant include a table showing, as to each 
class of voting securities of the registrant or its parents 
or subsidiaries, the aggregate amount and percentage 
beneficially owned by all directors and officers of the 
registrant (other than directors’ qualifying shares). 

This is similar to disclosure now required in several 
forms including Form 10-K. In addition, however, the 
proposed item would require an indication of the num- 
ber of shares over which such persons have or share the 
power to direct the vote and disposition thereof and 

the number with respect to which they have the right to 
receive or the power to direct the receipt of dividends 
or the proceeds from sale. 


Several forms now also containa requirement that the 
registrant disclose any contractual arrangement known 
to the registrant involving a pledge of securities if the 
operation of the terms of the arrangement might result 
in a change in control of the registrant. It is proposed 
that this be included in the item. 


Proposed instructions to the item would make clear 
that the definition of beneficial owner for purposes 

of Section 13(d) (proposed Rule 13d-3) would also 
apply for purposes of Item X. In addition, the proposed 
instructions would require that any overlapping benefi- 
cial ownership be appropriately disclosed, if known, in 
order to avoid confusion. 
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Item XA. Proposed Item XA would require that the issuer 
furnish for each class of voting securities the name and 
address of and amount and percentage of securities held 
of record by, and the voting authority (if known) held 
by, each of the 30 largest holders of record as of a re- 
cent date (except that a person holding less than 1/10 
of 1% of the outstanding securities of the class need not 
be disclosed). In addition, the proposed item would re- 
quire that if the issuer knows that a record holder does 
not have the power to direct the vote of securities held, 
the issuer must, to the extent known, provide informa- 
tion about the persons with power to direct the vote of 
the ten largest blocks of stock held of record by each 
record holder. Also, if the registrant has a corporate 
parent, comparable information would have to be pro- 
vided about such parent. 


A proposed instruction would specify that holder of 
record, as with Item 6(b) of Schedule 13D, means the 
person who is identified as the holder of securities on 
the records of security holders maintained by or on 
behalf of the issuer. The instruction would require, 
however, that if the holder of record is a nominee, the 
registrant must aggregate the holdings of different 
nominee accounts for the same person, to the extent 
known by the registrant after reasonable inquiry, and 
must identify the person employing the nominees. The 
person employing a nominee in the case of a nominee 
for a clearing agency would be the participant in such 
agency who deposited the securities. A proposed Note 
calls the attention of registrants to the Nominee List 
published annually by the American Society of Corpor- 
ate Secretaries. 


The proposal relating to holders of record is substantially 
based on the recommendations of the Interagency Steer- 
ing Committee on Uniform Corporate Reporting. Al- 
though that Committee recommended that disclosure 
include the 30 largest shareholders of record and that 
anyone holding less than 1/10 of 1% of the outstanding 
securities not be required to be included, the Commis- 
sion is considering other alternatives and specifically 
asks for public comment on the question of whether 30 
is the appropriate and meaningful number and whether 
1/10 of 1% is a reasonable cutoff point for disclosure or 
whether some other standard such as a dollar amount is 
more appropriate. The Commission also invites com- 
ment on the feasibility of obtaining the information pro- 
posed to be required about the persons with underlying 
power to direct the vote of the securities. 


Operation of Proposals 


The Commission is mindful of the cost to registrants 
and others of it: proposals and it recognizes its respon- 
sibilities to weigh with care the costs and benefits 
which result from its rules. Accordingly, the Commis- 
sion specifically invites comments on the cost to regis- 
trants and others of the proposals published in this re- 
lease, if adopted. 


The Commission hereby proposes for comment (1) 
proposed Rules 13d-5, 13d-6 and 13d-7 and Form 
13D-5 and amendments to Rules 13d-1, 13d-3 and 
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14d-1, Schedules 13D, 14A and 14B, and Forms 10, 
10-K, 12 and 12-K pursuant to Sections 12, 13, 14, 
15(d) and 23(a) of the Exchange Act; (2) proposed 
amendments to Forms S-1, S-2, S-3, S-11 and 1-A 
pursuant to Sections 3(b), 7, 10 and 19(a) of the 
Securities Act, and (3) proposed amendments to 
Form USS pursuant to Sections 5, 7, 14 and 20 of 
the Holding Company Act. 


All interested persons are invited to submit their views 
and comments on the foregoing proposals to George 
A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549 on or before 
November 30, 1975. Such communications should 
refer to File No. S7-580 and will be available for 
public inspection. The text of the proposed rules and 
forms and amendments to rules, schedules and forms 
is attached hereto. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ As adopted in 1968, Section 13(d)(1) required dis- 
closure of owners of more than ten percent of the 
class; the ten percent figure was lowered to five per- 
cent in 1970. 


2/ Investigation in the Matter of Beneficial Owner- 
ship, Takeovers and Acquisitions of Securities by For- 
eign and Domestic Persons, Securities Act Release Nos. 
5526 (September 9, 1974) and 5538 (November 5, 
1974) (hereafter, Beneficial Ownership Hearings). 


3/ E.g., Disclosure of Corporate Ownership, S. Doc. 
93-62, 93d Cong., 2d Sess. (1974). See also Hearings 
on Corporate Disclosure Before the Subcommittees 
on Inter-Governmental Relations and on Budgeting, 
Management and Expenditures of the Senate Com- 
mittee on Government Operations, 93d Cong., 2d 
Sess (1974). 


4/ S. Rep. No. 550, 90th Cong., 1st Sess. 7 (1967); 
H.R. Rep. No. 1711, 90th Cong., 2d Sess. 8 (1968). 


5/ Interagency Steering Committee on Uniform Cor- 
porate Reporting, Model Corporate Disclosure Regu- 
lations (January 1975). 


6/ For example, Rule 451 of the Rules of the New 
York Stock Exchange and Rule 577 of the Rules of 
the American Stock Exchange. 


7/ Securities Act Amendments of 1975 )P.L. 94-29). 


8/ Sisak v. Wings & Wheels Express, Inc.,‘70-'71 
Transfer Binder, CCH. Fed. Sec. L. Reptr. para. 90,665 
(S.D.N.Y. 1970) but see Ozark Air Lines, Inc. v. Cox, 
326 F.Supp. 113 (E.D. Mo. 1971). 


9/ GAF Corp. v. Milstein, 453 F.2d 709 (2d Cir. 1971), 





































ert, denied 406 U.S. 910 (1972), but see Bath /ndus- 
tries, Inc. v. Blot, 427 F.2d 97 (7th Cir. 1970). 


10/ “Associate” is defined in Rule 13b-2 under the 
Exchange Act to mean, when used to indicate a rela- 
tionship with any person, (1) any corporation or or- 
ganization (other than the registrant or a majority- 
owned subsidiary of the registrant) of which such 
person is an officer or partner or is, directly or in- 
directly, the beneficial owner of 10 percent or more 

of any class of equity securities, (2) any trust or 

other estate in which such person has a substantial 
beneficial interest or as to which such person serves 

as trustee or in a similar fiduciary capacity, and (3) 

any relative or spouse of such person, or any relative of 
such spouse, who has the same home as such person or 
who is a director or officer of the registrant or any of 
its parents or subsidiaries. 


“Affiliate” is defined in Rule 12b-2 under the Exchange 
Act to mean a person that directly or indirectly through 
one or more intermediaries, controls, or is controlled by, 
or is under common control with, the person specified. 


TEXT OF PROPOSED RULES, AMENDMENTS TO 
RULES, FORMS, AND AMENDMENTS TO FORMS 


(Amendments to existing rules are in italics.) 


@:: text of the various proposals is set forth below. 


Proposed Amendments to Rule 13d-1, Filing of Schedule 
13D [(b) and (c) new] 


(a) [same as existing rule] 


(b) Not more than one report need be filed to report 
beneficial ownership of any securities by persons related 
by blood, marriage or adoption who share the same 
home, provided that the report filed shall identify all 
such persons and shall state that such report is filed on 
behalf of all such persons. 


(c) Not more than one report need be filed to report 
beneficial ownership of the same securities by different 
persons provided that the report filed shall disclose the 
names of all such persons, shall contain the required 
information about all such persons and their beneficial 
ownership of securities of the class being reported on, 
and shall indicate that such report is filed on behalf of 
all such persons. 


Proposed Amendments to Rule 13d-3, Determination 
of Beneficial Ownership [new] 


(a) For purposes of Section 13(d), a beneficial owner 
of a security is any person who directly or indirectly 
through any contract, arrangement, understanding or 
relationship has or shares the power to direct the voting 
or the disposition of such security or has or shares the 
right to receive or the power to direct the receipt of 
dividends from or the proceeds from the sale of such 
security, provided, however, that: 


(1) a person shall be deemed to be a beneficial owner of 
all securities beneficially owned by all individuals who 
are related by blood, marriage or adoption to such per- 
son and who have the same home as such person; 


(2) a person shall be deemed to be a beneficial owner of 
securities which such person has the right to acquire (A) 
through the exercise of an option, warrant or right ex- 
ercisable within 60 days, (B) through the conversion of 
securities convertible within 60 days, or (C) pursuant to 
the power to revoke within 60 days a trust or similar 
arrangement. Any securities not outstanding which are 
subject to such options, warrants, rights or conversion 
privileges shall be deemed to be outstanding for the pur- 
pose of computing the percentage of outstanding securi- 
ties of the class owned by such person but shall not be 
deemed to be outstanding for the purpose of computing 
the percentage of the class owned by any other person. 


NOTE: Any option, warrant, right or conversion 
privilege subject to conditions the material ones 
of which are within the control of the holder of 
the option, warrant, right or privilege, would be 
considered exercisable. 


(3) a member of a national securities exchange shall not 
be deemed to be a beneficial owner of securities held 
directly or indirectly by it on behalf of another person 
solely because such member, nursuant to the rules of 
such exchange, may direct the vote of such securities, 
without instruction, on other than contested matters 

or matters that may affect substantially the rights or 
privileges of the holders of the securities to be voted, 
but is otherwise precluded by the rules of such ex- 
change from voting without instruction; 


NOTE 1: It is possible that there may be more 
than one beneficial owner of the same securities 
since different persons may have the same or 
different powers with respect to the securities. 
For example, securities held in a trust might be 
beneficially owned by the trustee, the settlor, 
and the beneficiary of the trust. In such case, 
Rule 13d-1(c) allows only one report to be filed 
under certain circumstances. 


NOTE 2: All securities of the same class of the 
same issuer beneficially owned by any person 
would, regardless of the form which such bene- 
ficial ownership takes, be aggregated in calculating 
the number of shares beneficially owned by such 
person. 


(b) Any person may expressly declare in any statement 
filed that the filing of such statement shall not be con- 
strued as an admission that such person is the beneficial 
owner of any securities covered by the statement. 


Proposed Rule 13d-5, Short Form Acquisition Notice 
[new] 


(a) A person, who after acquiring directly or indirectly 


the beneficial ownership of any equity security of a 
class described in Section 13(d)(1) of the Act, is directly 
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or indirectly the beneficial owner of more than five per- 
cent of such class, may in lieu of filing a Schedule 13D 
acquisition statement required by Section 13(d)(1) of 
the Act, file with the Commission, within ten days after 
the end of the month in which such person became sub- 
ject to Section 13(d)(1), a short form acquisition notice 
on Form 13D-5 and send it, by registered or certified 
mail, to the issuer of the security at its principal execu- 
tive office and to each exchange where the security is 
traded, provided that: 


(1) such person has acquired such securities in the 
ordinary course of his business and not with the pur- 
pose nor with the effect of changing or influencing the 
control of the issuer, nor in connection with or as a 
participant in any transaction having such purpose or 
effect; and 


(2) such person is: 


(A) a broker or dealer registered under Section 15 of 
the Act; 


(B) an insurance company which would be required 
to file reports under the Act but for the exemption 
set forth in Section 12(g)(2)(G) of the Act; 


(C) a bank which is required to file reports under 
Section 12(i) of the Act; 


(D) an investment company registered under Section 
8 of the Investment Company Act of 1940; 


(E) an investment adviser registered under Section 203 
of the Investment Advisers Act of 1940; or 


(F) an employee benefit plan, pension fund, or an en- 
dowment fund. 


(b) Notwithstanding Rule 13d-2, and provided that 
such person continues to meet the requirements set forth 
in Rule 13d-5(a), any person who has filed a short form 
acquisition notice on Form 13D-5 shall amend such 
form within ten days after the end of each calendar 
quarter to reflect, as of the end of the quarter, material 
changes, if any, in the information reported including a 
decrease in percentage of the class of securities held to 
five percent or less of the class. Such amendment shall 
be filed with the Commission and sent, by registered 

or certified mail, to the issuer of the security at its prin- 
cipal executive office and to each exchange where the 
security is traded. 


NOTE: Once an amendment has been filed reflecting 
beneficial ownership of five percent or less of the 
class of securities, no additional filings would be 
required unless the person thereafter becomes the 
beneficial owner of more than five percent of the 
class. In addition, no amendment would be re- 

quired if there were no material change in the 
information previously reported. 


(c) Notwithstanding paragraphs (a) and (b), if any 
person who has filed a short form acquisition notice 
on Form 13D-5 ceases to meet the requirements of 
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Rule 13d-5(a), such person shall immediately become 
subject to Rule 13d-1. 


Proposed Rule 13d-6, Acquisitions of Securities [new] 


(a) A person who becomes a beneficial owner of 
securities otherwise than through purchase of such 
securities shall be deemed to have acquired such se- 
curities for purposes of Section 13(d)(1). 


(b) Persons who agree, orally or in writing, to act 
together for the purpose of acquiring, holding or 
disposing of securities of an issuer shall be deemed to 
have acquired, as of the date of such agreement, bene- 
ficial ownership of all the securities of that issuer bene- 
ficially owned by such persons, for purposes of Section 
13(d)(1). 


Proposed Rule 13d-7, Exemption of Certain Acquisitions 
[new] 


An acquisition of equity securities of a class described 
in Section 13(d)(1) by a person engaged in business 

as an underwriter of securities, through his participa- 
tion in good faith in a firm commitment underwriting, 
shall be deemed not to be an acquisition for purposes 
of Section 13(d), provided that, any such securities 
which are beneficially owned by such person for more 
than forty days shall be deemed to have been acquired 
for purposes of Section 13(d) at the end of such forty 
day period. 


PROPOSED AMENDMENTS TO SCHEDULE 13D 
INSTRUCTIONS: 
A. [No change] 


B. [No change in first sentence] If a person referred 
to in (1), (2), or (3) is a corporation or the statement 
is filed by a corporation, the information called for by 
the above-mentioned items shall be given with respect 
to each executive officer and director of such corpora- 
tion and any affiliate of such corporation. Executive 
officer shall mean the president, secretary, treasurer, 
any vice president in charge of a principal business 
function (such as sales, administration or finance), 
and any other person who performs similar policy 
making functions for the corporation. 


C. /f filed by an individual on behalf of himself and 
persons related to him by blood, marriage or adoption 
who share the same home, the information called for 
by Items 2-6 inclusive shall be given with respect to 
the head of household and any adult person who 
would be the beneficial owner of the securities in the 
absence of the provisions for attribution in Rule 13 
d-3(a)(1). 


Item 1. Security and Issuer 







[No change] 








1(a) 








1(c) 





FORM 13D-5 SHORT FORM ACQUISITION NOTICE 





Name: 


1(b) Business Address of 





Principal Office: 


Country of which Such 
Person Is a National: 





Name of Issuer: 





Check whether the person filing is a: 


a. J Registered Broker-Dealer d. [7] Registered investment Company 
b. [77 Insurance Company e. [7 Registered Investment Adviser 
c. C7 Bank f. £7 Employee Benefit Plan, Pension Fund 


or Endowment Fund 
NOTE: See Rule 13d-5(a)(2) 
Ownership: 
[Note: This item does not apply if the percent of class owned is five percent or less. See Item 5.] 


(a) Title of Class: (b) Amount Beneficially Owned: (c) Percent of Class: 











Ownership of Five Percent or Less of Class. 


If the person filing is amending a previously filed Notice and, as of the end of the quarter, was beneficial owner 
of five percent or less of the class, so indicate. {7 





Nominees 


(a) Name and Address (b) Holdings 



























The securities referred to above were acquired in the ordinary course of business and were not acquired for the purpose 
of and do not have the effect of changing or influencing the control of the issuer of such securities and were not acquir- 
ed in connection with or as a participant in any transaction having such purpose or effect. 





Reporting Person 





Signature and Title 





Date of Notice 
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Item 2. Identity and Background 
(a) - (e) [No change] 
(f) Country of which such person is a national , 


Item 3. Sources and Amount of Funds or Other Consid- 
eration 


[No change] Add: /f the securities were acquired 
otherwise than by purchase, describe the method of 
acquisition and identify the person from whom the 
securities were acquired. 


Item 4. Purpose of Transaction 
[No change] 
Item 5. Interest in Securities of the Issuer [revised] 


(a) State the aggregate number and percentage of the 
class represented by such shares beneficially owned 
(identifying those shares which there is a right to ac- 
quire) by each of the persons named in response to 
Item 2 and by each of his affiliates (other than the 
issuer of the securities), identifying any such affiliate. 


(b) For each person named in response to paragraph 

(a), indicate the nature of such person's beneficial own- 
ership (e.g., the power to direct the voting or disposi- 
tion of the securities, or the right to receive or the power 
to direct the receipt of dividends or proceeds from the 
sale of the securities); 


(c) If persons other than those named in paragraph (a) 
share beneficial ownership of a material amount of the 
securities reported on, identify such persons and the 
nature and extent of their beneficial ownership; 


(d) If the persons named in response to this item share 
beneficial ownership of the same securities, disclose and 
quantify any overlapping ownership; 


(e) Describe any transactions in the class of securities 
to be reported on that were effected during the past 60 
days or since the most recent filing, whichever is less, 
by the persons named in response to paragraph (a) and 
by any executive officers, directors or affiliates of any 
subsidiaries of such person. 


Item 6. Contracts, Arrangements or Understandings with 
Respect to Securities of the Issuer 


(a) Furnish any information as to any contracts, arrange- 
ments or understandings with any person with respect to 
any securities of the issuer, including but not limited to 
transfer or voting of any of the securities, joint ventures, 
loan or option arrangements, puts or calls, guaranties 

of loans, guaranties against loss, or guaranties of profits, 
division of profits or losses, or the giving or withholding 
of proxies, naming the persons with whom such con- 
tracts, arrangements or understandings have been entered 
into and giving the details thereof. /nclude such informa- 
tion for any of the securities that are pledged or are 


706/SEC DOCKET 





otherwise subject to a contingency the occurrence of 
which would give another person the power to direct 
the voting or disposition of the securities, or the right 
to receive or the power to direct the receipt of dividends 
or proceeds from the sale thereof. 


(b) [new] If the securities are held of record by some- 
one other than the person filing this statement: 


(1) Give the name and address of such record holder. 


(2) If the record holder is a nominee, furnish in addi- 
tion, the name and address of the person employing such 
nominee. For purposes of this paragraph, the person em- 
ploying the nominee shall, in the case of securities which 
are evidenced by certificates registered in the name of a 
nominee for a clearing agency (e.g., the Depository Trust 
Company, Midwest Securities Trust Company, Pacific Se- 
curities Depository Trust Company, and National Clear- 
ing Corporation for which the nominees are, respectively, 
Cede & Co., Kray & Co., Pacific & Co., and NCC & Co.), 
be deemed to be the participant in such agency who de- 
posited such securities. 


(3) For purposes of this item, holder of record shall 
mean a person who is identified as the holder of such 
securities on the records of security holders maintained 
by or on behalf of the issuer. 


Item 7. Persons Retained, Employed or to Be Com- 
pensated 


[No change] 

Item 8. Material to be Filed as Exhibits 

[No change] 

Signature 

| certify that to the best of my knowledge and belief 


the information set forth in this statement is true, com- 
plete and correct. 








(Date) (Signature) 

The statement shall be signed by each person on behalf 
of whom the statement is filed, except that in the case 
of a statement filed on behalf of persons related by 
blood, marriage or adoption who share the same home, 
the statement shall be signed only by those persons 
about whom information is provided in accordance 
with Instruction C. Notwithstanding, the statement 
may be signed on behalf of a person by an authorized 
representative. \n such case, evidence of the represen- 
tative’s authority to sign on behalf of such person shall 
be filed with the statement. 


Proposed Amendment to Rule 14d-1(g) 


(a) - (f) [No change] 

















(g) The definition of beneficial owner set forth in Rule all beneficial owners of more than one percent of the 
13d-3 for purposes of Section 13(d)(1) shall apply also class). They are also proposed to be added to Forms 
for purposes of Section 14(d)(1). 12 and 12-K under the Exchange Act. 


Proposed Amendment to Schedule 14B Item X. Security Ownership and Holdings of Princi- 
pal Beneficial Owners and Management. 

item 3. Interests in Securities of the Issuer 
(a) Furnish the following information, in substantially 

















(a) - (g) [No change] the tabular form indicated, with respect to any person 
{including any “group” as that term is used in Section 
Instruction. For purposes of this item, the definition of 13(d)(3) of the Exchange Act) who is known to the 
“beneficial owner” set forth in Rule 13d-3 under the registrant to be the beneficial owner of more than five 
Act shall apply. percent of any class of the registrant's voting securities. 
Show in Column (3) the total number of shares benefi- 
Proposed Amendments to Schedule 14A and to Forms cially owned and in Column (4) the percent of class so 
10, 10-K, 12 and 12-K under the Exchange Act; to owned. If known, indicate in Column (5) the number 
Forms S-1, S-2, S-3, S-11 and 1-A under the Securities of shares over which such listed beneficial owner has 
Act; and to Form U5S under the Holding Company sole or shared power to direct the voting of such secur- 
Act ities; show in Column (6) the number of shares over 
which such listed beneficial owner has sole or shared 
The following items are proposed to replace existing power to direct the disposition; and indicate in Column 
items relating to principal security holders in Schedule (7) the number of shares with respect to which such 
14A and in Forms 10 and 10-K under the Exchange listed beneficial owner has or shares the right to receive 
Act; Forms S-1, S-2, S-3, S-11 and 1-A under the Se- or the power to direct the receipt of the dividends or 
curities Act and Form U5S under the Holding Com- proceeds from the sale. If known, indicate also the 
pany Act (in that form, disclosure must be made of country of which each listed beneficial owner is a na- 
tional. 
(1) (2) (3) (4) (5) (6) (7) 
Title of Name and Address of Amount Benefi- Percent of Authority Authority Right to Receive or 
Class Beneficial Owner and cially Owned Class to Direct to Direct Power to Direct 
Country of Which Vote Disposition Receipt of Dividends 
Beneficial Owner Is a or Proceeds from 
National Sale 
(b) Furnish the following information, in substantially sons have sole or shared power to direct the voting of 
the tabular form indicated, as to each class of voting such securities; show in Column (5) the number of 
securities of the registrant or any of its parents or sub- shares over which such persons have or share the pow- 
sidiaries, other than directors’ qualifying shares, benefi- er to direct the disposition; and indicate in Column (6) 
cially owned by all directors and officers of the regis- the number of shares with respect to which such persons 
trant as a group, without naming them. Indicate in have or share the right to receive or the power to direct 
Column (4) the number of shares over which such per- the receipt of the dividends or proceeds from the sale. 
_ (1) (2) : (3) (4) (5) (6) 
Title of Amount Benefi- Percent of Authority Authority Right to Receive or Power 
Class cially Owned Class to Direct to Direct to Direct Receipt of Divi- 
Vote Disposition dends or Proceeds from Sale 
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(c) Describe any arrangements known to the regis- 
trant including any pledge by any person of securi- 
ties of the registrant or any of its parents, the oper- 
ation of the terms of which may at a subsequent date 
result in a change in control of the régistrant. 


Instructions to Item X. 


1. The percentages are to be calculated on the basis 
of the amount of outstanding securities, excluding 
securities held by or for the account of the issuer. 


2. For purposes of this item, the definition of ‘‘bene- 
ficial owner” set forth in Rule 13d-3 under the Act 
shall apply. [In Securities Act forms, the text of Rule 
13d-3 would be included in the instruction.] 


3. The registrant shall be deemed to know the con- 
tents of any acquisition statements filed with the 
Commission pursuant to Section 13(d) of the Act. 

A registrant may rely upon information set forth in 
such acquisition statements unless the registrant knows 
or has reason to believe that such information is not 
complete or accurate or that an acquisition statement 
or amendment should have been filed and was not. 


4. Where more than one beneficial owner is known 
to be listed for the same securities, appropriate dis- 
closure should be made to avoid confusion. 


5. Paragraph (c) does not require a description of 
ordinary default provisions contained in the charter, 
trust indentures or other governing instruments re- 
lating to securities of the registrant. 





Item XA. Holdings of 30 Largest Security Holders of 
Record 


1. Furnish the following information, in substantially 
the form indicated, with respect to each of the 30 
largest holders of record, as of a recent date, of each 
class of voting securities of the registrant, provided, 
however, that no information need be furnished as to 
any record holder of less than 1/10 of 1% of the class. 
If known, show in Column (5) the amount over which 
the holder of record has or shares the power to direct 
the voting of the securities held. 


2. If, to the issuer’s knowledge, a record holder named 
in response to paragraph (1) does not have the power 
to direct the vote of the securities held, furnish, if 
known, the information called for by paragraph (1) 
about the persons having the power to direct the vote 
of the ten largest blocks of such securities held of re- 
cord by such record holder. 


3. If the issuer has a parent corporation, the issuer 
should furnish the information required by paragraphs 
(1) and (2) of this item with respect to such parent 
corporation. 














(1) (2) (3) 
Title of Identity and Address Amount Held of 
Class of Holder of Record Record 


(4) (5) 
Percent of Class Amount Over Which Holder 
of Record Has Sole or Shared 
Power to Direct the Vote 
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ECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11611/August 22, 1975 


Notices have been issued giving interested persons until 
September 5 to request a hearing on applications of the 
following exchanges for unlisted trading privileges in 
the common stock of the named companies: 


Boston Stock Exchange: Viacom International Inc. 
(Ohio) 


PBW Stock Exchange Inc.: Viacom International 
Inc. (Ohio) 


Midwest Stock Exchange, /nc.: Black & Decker 
Manufacturing Co.; Central Telephone & Utilities 
Corp.; National Semiconductor Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11612/August 22, 1975 


Orders have been issued granting the applications of the 
Boston Stock Exchange for unlisted trading privileges in 
the common stocks of the following companies: 


E. F. Hutton Group, Inc. (The); 
Safeguard Industries, Inc.; 

First Mississippi Corp.; 

Maytag Company (The); 

Owens Corning Fiberglas Corp.; 
Rosario Resources Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11613/August 22, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (“Exchange Act’’) that the temporary suspension of 
over-the-counter trading in the securities of Valhi, Inc. 
(“Valhi’’), a Delaware corporation located at 949 Ten- 
neco Building, Houston, Texas, will terminate at mid- 
night (EDT) on August 24, 1975. 


The Commission initiated the trading suspension on 
August 15, 1975 concurrently with the filing of an 
injunctive action in the U. S. District Court for the 
Southern District of Texas (Houston Division) against 
D. Doyle Mize, Valhi, Southdown, Inc., Farnham Cor- 
poration, Leland McCarthy and Richard McCarthy, 





charging violations of the anti-fraud provisions and 
tender offer provisions of the securities acts. 


See Litigation Release No. 7042/August 15, 1975 for 
a description of this lawsuit. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the pro- 
visions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but im- 
mediately contact the staff of the Division of Enforce- 
ment in Washington, D. C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has famili- 
arized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11614/August 22, 1975 


The Securities and Exchange Commission today announ- 
ced the names of those persons who have agreed to 

serve as members of the National Market Advisory 
Board, following completion of the requirements of 

the Federal Advisory Committee Act. The Commis- 

sion was directed to establish the Advisory Board by 

the provisions of Section 11A(d) of the Securities 
Exchange Act of 1934 as amended by the Securities 
Acts Amendments of 1975. 


Specifically, the Amendments provide that the Advisory 
Board shall: 


1. Formulate and furnish to the Commission its views 
on significant regulatory proposals made by the Com- 
mission or any self-regulatory organization concerning 
the establishment, operation and regulation of the mar- 
kets for securities in the United States; 


2. Study and make recommendations to the Commis- 


sion as to the steps it finds appropriate to facilitate the 
establishment of a national market system; and 


3. Study the possible need for modification of the 









SEC DOCKET/709 





scheme of self-regulation so as to adapt it to a national 
market system, including the need for the establishment 
of a new self-regulatory organization, a National Market 
Regulatory Board, to administer the national market sys- 
tem. In the event the Advisory Board determines a Na- 
tional Market Regulatory Board should be established it 
shall make recommendations as to: 


a. the point in time at which a Regulatory Board should 
be established; 


b. the composition of a Regulatory Board; 


c. the scope of the authority of a Regulatory Board; 


d. the relationship of a Regulatory Board to the Commis- 


sion and to existing self-regulatory organizations; and 


e. the manner in which a Regulatory Board should be 
funded. 


The Advisory Board will submit its views to the Commis- 
sion to assist it in its regulatory oversight of the nation’s 
securities markets generally and with the implementation 
of a national central market system, consistent with the 
public interest and the protection of investors. In addi- 
tion, with regard to point (3) above, the Advisory Board 
is directed, by the provisions of the Amendments, to 
report to the Congress, on or before December 31, 1976, 
the results of such study and its recommendations. 


The Advisory Board will consist of fifteen members. 
The following are those persons who have agreed to 
serve thus far. The names of the remaining members 
will be released shortly. 


John E. Leslie, Chairman, is Chairman of the Board and 
Chief Executive Officer of Bache & Co., New York, New 
York. He has also served as Chairman of the Executive 
Committee and Chairman of the Board of Directors of 
that company. He has been a member of the Governing 
Council of the Securities Industry Association and cur- 
rently serves as the Chairman of the New York Stock 
Exchange Advisory Committee on International Capital 
Markets. 


James H. Lorie is Professor of Business Administration 

at the Graduate School of Business of the University of 
Chicago. He has served as an adviser to the Board of 
Governors of the Federal Reserve System and the U. S. 
Treasury Department and was the author of the Treas- 
ury Department's statement on “Public Policy for Ameri- 
can Capital Markets” submitted in February 1974. Pro- 
fessor Lorie has also served as a Governor of the National 
Association of Securities Dealers, Inc. 


C. Rader McCulley is President of First Southwest 
Company, Dallas, Texas. Mr. McCulley has served on 
committees on the National Association of Securities 
Dealers, Inc. and has been a member of the Associa- 
tion’s Board of Governors. He has also been a member 
of the Commission’s Advisory Committee on a Model 
Compliance Program for Broker-Dealers and the Ad- 
visory Committee on the Implementation of a Central 
Market System. 
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Joane H. Miller is an individual investor residing in 
North Redington Beach, Florida. She is a graduate of 
the University of Tennessee and the New York Insti- 
tute of Finance. Mrs. Miller currently serves as Treas- 
urer of two Florida Gulf Coast Symphony Boards. 


James W. North is Executive Vice President of the 
Chase Manhattan Bank, N. A., New York, New York. 
Mr. North is Chairman of the Trust Division of the 
New York State Bankers Association, Vice President 
and Member of the Executive Committee of the 
Trust Division of the American Bankers Association 
and Chairman of the Government Relations Commit- 
tee of the ABA. 


George Putnam is Chairman of The Putnam Funds, 
Boston, Massachusetts. Mr. Putnam is also the 
Treasurer of Harvard University and the Chairman 
of the Harvard Management Company. 


Ralph S. Saul is Vice Chairman and Chief Executive 
Officer of INA Corp., Philadelphia, Pennsylvania. 
Mr. Saul has been Vice Chairman and Chairman of 
the Executive Committee of the First Boston Cor- 
poration and was President of the American Stock 
Exchange from 1966 until 1971. He was also Direc- 
tor of the Commission’s then Division of Trading 
and Markets from 1963 to 1965, and was a member 
of the Commission’s Advisory Committee on Mar- 
ket Structure. 


Donald Stone is a Senior Partner of Lasker, Stone & 
Stern, New York, New York, specialists on the New 
York Stock Exchange. He has served on the Advisory 
Committee to the Commission’s Institutional Investor 
Study and as a member of the Commission’s Advisory 
Committee on Market Disclosure and Advisory Com- 
mittee on the Implementation of a Central Market 
System. 


Robert W. Swinarton is Vice Chairman of Dean 
Witter & Co., New York, New York. Mr. Swinarton 
is also a Governor of the National Association of Se- 
curities Dealers, Inc. 


Donald E. Weeden is Chairman of the Board of 
Weeden & Co., New York, New York. Mr. Weeden 
has been a member of the Commission’s Advisory 
Committee on Market Disclosure. He is also Chair- 
man of the NASD’s Third Market and Disclosure 
Committee. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11615/August 25, 1975 


ADOPTION OF AMENDED RULE 17a-3(a)(12)(A)(8) 


UNDER THE SECURITIES EXCHANGE ACT OF 
1934 MODIFYING THE REQUIREMENT THAT 








& 


| 


















BROKER-DEALERS MAINTAIN A RECORD OF ALL 
ARRESTS, INDICTMENTS OR CONVICTIONS, OTHER 
THAN MINOR TRAFFIC OFFENSES, OF ASSOCIATED 
PERSONS 


Introduction 


The Securities and Exchange Commission today announ- 
ced adoption of amended Rule 17a-3(a)(12)(A)(8) under 
the Securities Exchange Act of 1934 (17 CFR 240.17a-3 
(a)(12)(i)(h)). Rule 17a-3(a)(12)(A) requires every mem- 
ber of a national securities exchange who transacts a 
business in securities directly with others than members 
of a national securities exchange, and every broker or 
dealer who transacts a business in securities through the 
medium of any such member, and every registered brok- 
er or dealer to obtain from each associated person 1/ a 
questionnaire or application for employment containing, 
among other things, a record of any arrests, indictments, 
or convictions for any felony or misdemeanor, except 
minor traffic offenses, to which the associated person 

has been subject. 2/ The Commission has amended Rule 
17a-3(a)(12)(A)(8) to limit the reference to arrests or 
indictments to crimes which are related to the safe oper- 
ation of the securities industry. 


The impetus for this amendment originated with the 
Commission’s concern as to whether requiring the main- 
tenance of records of all arrests and indictments might 
be too broad in light of certain recent civil rights deci- 
sions, and as such might no longer comport with public 
policy. The amendment was proposed in Securities Ex- 
change Act Release No. 11402, May 7, 1975. 


Comments 


The Commission received four comment letters on 
proposed Rule 17a-3(a)(12)(A)(8) from the public 

during the comment period which expired June 18, 1975. 
In addition, the Commission received comments from the 
Criminal Division of the Department of Justice and from 
the Equal Employment Opportunity Commission. Finally 
the Commission solicited through a voluntary question- 
naire information from the various states concerning their 
state law or policy. The rule as adopted differs only slight- 
ly from the rule as proposed. 


Several commentators stated that the proposed amend- 
ment should not be adopted. One, a state securities ad- 
ministrator, asserted that the proposed amendment 
would place the rights of an individual above those of 
the public “on a suppositional possibility that some in- 
dividual could be damaged.” Further, he indicated that 
on some occasions a routine investigation of an appli- 
cant’s arrest record discloses additional information 
which constitutes grounds for refusing registration. 


Another commentator, a major brokerage firm, asserted 
that the proposed amendment would eliminate from the 
employment application records of arrests or indictments 
for some offenses which might alert the broker-dealer to 
the possibility that in certain situations such person might 
respond in ways which would make it inappropriate for 
him to handle funds or securities for the firm. 








In regard to the comments that the Commission not 
modify its current requirement, the Commission believes 
that the amended rule represents a sound compromise be- 
tween the sometimes conflicting objectives of avoiding 
hardship to individuals and the securities industry's posi- 
tion of public trust. The Commission notes that the 
Criminal Division of the Department of Justice stated 

of the amendment “that such a step is appropriate and 

is in accord with the Department's policy concerning the 
protection of individual privacy.’’ The rule as amended 
no longer requires the maintenance of arrest and indict- 
ment records for “‘victimless”’ offenses or certain other 
lesser crimes. At the same time, the rule continues to 
require the maintenance of arrest and indictment re- 
cords for more serious crimes which may more directly 
reflect on an individual’s trustworthiness in dealing with 
customers’ funds and securities. 


The Commission has adopted one modification to the 
rule as proposed. Language has been aded which assures 
that persons disclosing arrest or indictment information 
will be given the opportunity to explain or discuss the 
circumstances surrounding the event and to indicate the 
disposition of the arrest or indictment. 


The Commission notes that Rule 17a-3(a)(12)(A)(8) 
should not be interpreted to require or suggest that 

the fact of any arrest or conviction record is to be used 
as an absolute bar to employment. Rather, the Commis- 
sion advises broker-dealers that they should look at the 
circumstances surrounding the arrest or conviction in 
light of applicable regulations under Title Vil of the 
Civil Rights Act of 1964, as well as relevant court 
cases. 3/ 


The Commission has determined that the adoption of 
amended Rule 17a-3(a)(12)(A)(8) will not impose a 
burden on competition. 


In view of the foregoing, the Commission has adopted 
the amendment to Rule 17a-3(a)(12)(A)(8). 


Statutory Authority 


Amended Rule 17a-3(a)(12)(A)(8) is adopted, effective 
October 1, 1975, pursuant to Sections 17(a) and 23(a) 
of the Securities Exchange Act of 1934. 


Text of amended Rule 17a-3(a)(12)(A)(8) 


The text of amended Rule 17a-3(a)(12)(A)(8) is as 
follows: 


(a) Every member of a national securities exchange who 
transacts a business in securities directly with others than 
members of a national securities exchange, and every 
broker or dealer who transacts a business in securities 
through the medium of any such member, and every 
broker or dealer registered pursuant to section 15 of 

the Securities Exchange Act of 1934, as amended, 

shall make and keep current the following books and 
records relating to his business: 


* *# # 
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(12)(A) A questionnaire or application for employment 
executed by each “‘associated person” \as hereinafter 
defined) of such member, broker or dealer, which ques- 
tionnaire or application shall be approved in writing by 
an authorized representative of such member, broker or 
dealer and shall contain at least the following informa- 
tion with respect to such person: 


* * 


(8) A record of any arrest or indictment for any felony 
or misdemeanor involving the purchase, sale, or delivery 
of any security, or arising out of the conduct of the 
business of a broker, dealer, fiduciary, investment com- 
pany, investment adviser, underwriter, bank, trust com- 
pany, insurance company or other financial institution, 
or involving any crime in which violence or threats of 
violence against any person, dishonesty, the wrongful 
taking of any property, or any manner of fraud was a 
factor, or involving conspiracy to commit any of the 
foregoing, and the disposition of any such arrest or 
indictment or further explanation thereof, and a record 
of any conviction for any felony or any misdemeanor, 
except minor traffic offenses, of which he has been the 
subject. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Rule 17a-3(a)(12)(B) (17 CFR 8240.1 7a-3(a)(12)(ii)) 
defines an associated person to be a “partner, officer, 
director, salesman, trader, manager, or any employee 
handling funds or securities or soliciting transactions or 
accounts for such member, brcker or dealer.” 


2/ Form SECO-2, the Personnel Form for nonmember 
brokers and dealers, requests similar information. Effec- 
tive October 1, 1975, the Commission has amended 
Form SECO-2 by the substitution of Form U-4, a uni- 
form application for registration of associated persons. 
(Securities Exchange Act Release No. 11424, May 16, 
1975). Insofar as the requirements regarding arrest 
records, indictments, and convictions are concerned, 
Form U-4 will contain requirements similar to Rule 
17a-3(a)(12)(A)(8). 


3/ See e.g., Griggs v. Duke Power Co., 401 U.S. 424 
(1971); Gregory v. Litton Systems, Inc., 316 F. Supp. 
401 (C.D. Cal. 1970), modified, 472 F. 2d 631 (9th 
Cir. 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11616/August 25, 1975 


See Securities Act of 1933 Release No. 5609/August 25, 
1975. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11617/August 25, 1975 


PROPOSED RULE 14b-1 UNDER THE SECURITIES 
EXCHANGE ACT OF 1934, “OBLIGATIONS OF 
REGISTERED BROKERS IN CONNECTION WITH 
THE TIMELY FORWARDING OF CERTAIN COM- 
MUNICATIONS TO BENEFICIAL OWNERS,” AND 
PROPOSED AMENDMENTS TO RULE 14a-3(d), 
“INFORMATION TO BE FURNISHED TO SECUR- 
ITY HOLDERS” (File No. S7-581) 


(Comment Period Expires November 30, 1975) 


The Commission today proposed new Rule 14b-1 under 
the Securities Act of 1934, “Obligations of Registered 
Brokers in Connection with the Timely Forwarding of 
Certain Communications to Beneficial Owners.’ The 
proposed rule would require a registered broker to (1) 
respond promptly, by means of a search card or other- 
wise, to inquiries made by issuers in accordance with 
Rule 14a-3(d) with respect to how many of the broker’s 
customers are beneficial owners of the issuer’s securi- 
ties which are held of record by the broker or its nomin- 
ees and (2) upon receipt of a sufficient number of proxy 
statements and annual reports to security holders and 
assurances that its reasonable expenses shall be paid by 
the issuer, to forward such materials in a timely manner 
to such customers. As an alternative to complying with 
the foregoing obligations, the proposed rule would per- 
mit a registered broker to furnish an issuer with a list 

of its customers who are beneficial owners of the issuer's 
securities held of record by the broker or its nominees 
provided that the broker also furnished authorization 

to vote such securities in accordance with instructions 
of the customer. A note to the proposed rule makes 
clear that a broker furnishing such a list to an issuer 
may impose reasonable conditions upon the issuer’s 

use of such a list. 


Last fall the Commission adopted Rule 14a-3(d) re- 
quiring that if an issuer knows that securities of a 
class entitled to vote at a meeting are held of record 
by a broker, dealer, bank or voting trustee or their 
nominees, the issuer must inquire of such record hold- 
er whether other persons are beneficial owners, and if 
so, the issuer must supply the record holder with as 
many copies of proxy soliciting material and annual 
reports to security holders as requested by the record 
holder in order to send a copy of each to the benefi- 
cial owners. The issuer is also required to pay the 
reasonable expenses of the record holder for mailing 
the materials. 1/ 


The Commission is proposing to amend Rule 14a-3(d) 
to require issuers to carry out their obligations in a 
timely manner and to reflect the obligations imposed 
on brokers by proposed Rule 14b-1. The proposed 
amendments would require that issuers make appropri- 
ate inquiry at least 10 days prior to the record date for 


























the annual meeting and that issuers furnish record hold- 
ers with their materials in a timely manner. The pro- 
posed amendments would also require that if a broker, 
pursuant to Rule 14b-1, provides the issuer with an ap- 
propriate list of names, addresses and holdings of its 
customers and appropriate authorization, the issuer 
must comply with the proxy rules with respect to such 
customers directly, i.e., the issuer must forward proxy 
materials and annual reports directly to the broker's 
customers. 


The Commission has been concerned that persons 

whose securities are held in “street name”’ or nominee 
accounts for convenience, safety or other personal rea- 
sons, receive information about the issuer of the securi- 
ties in a timely manner. As the Commission recently 
noted, “the process of communication between issuers 
and beneficial owners is one which requires close cooper- 
ation among issuers, transfer agents, soliciting agents, 

and brokers, banks and other securities record holders 
such as securities depositories.”’ 2/ 


The Commission adopted Rule 14a-3(d) “Information to 
be Furnished to Security Holders,”” based upon its own 
experience and its consideration of the letters of com- 
ment submitted in response to proposed Rule 14a-3(d). 
Many letters of comment supported the proposed rule 
but several! letters also requested that the Commission 
take suitable action to require that record holders 
promptly forward materials received from issuers to 
beneficial owners. 3/ 


In late 1974, the Commission conducted a Public Fact- 
Finding Investigation in the Matter of Beneficial Owner- 
ship, Takeovers and Acquisitions by Foreign and Domes- 
tic Persons. 4/ One of the specific inquiries of that 
proceeding was whether the Commission should adopt 
tules to facilitate communications between issuers and 
the beneficial owners of their securities. During the 
proceeding the Commission received oral testimony 

and written comments on this inquiry from represen- 
tatives of public companies, brokerage firms, banks and 
proxy soliciting firms and from attorneys and other in- 
terested persons. 


Many of the witnesses and commentators noted that, 
from time to time, there have been breakdowns in 
connection with the timely distribution of issuer com- 
munications to beneficial owners. The Commission 
received inconsistent, and sometimes contradictory, 
testimony regarding the extent of, and the causes for, 
breakdowns in the distribution system. There appears, 
however, to be a consensus among most interested 
persons with experience in the distribution process 
that the performance in this area at times has varied 
greatly from issuer to issuer and from brokerage firm 
to brokerage firm. 


Based upon the record in the Beneficial Ownership 
Proceeding and its own experience, the Commission 
is publishing for comment a proposed Rule 14b-1 
relating to the obligations of registered brokers 

which would complement the obligations already 
imposed on issuers by the adoption of Rule 14a-3(d). 







The Commission believes that proposed Rule 14b-1, 
if adopted, would improve the distribution of issuer 
communications to beneficial owners. It should be 
particularly noted that all procedural rules and inter- 
pretations implementing the broad mandate of Rule 
14b-1, including the setting of “reasonable expenses”, 
would continue to be administered and enforced by 
the various self-regulatory organizations. 


The Commission recognizes that the imposition of 
obligations on brokerage firms alone will not assure 
that all beneficial owners receive issuer communica- 
tions since other record holders such as banks and 
trust companies would not be subject to such obliga- 
tions. Accordingly the Commission is concurrently 
transmitting its proposals in this area to the Comp- 
troller of the Currency, the Federal Reserve System 
and the Federal Deposit Insurance Corporation re- 
commending that they consider the adoption of com- 
parable regulations for persons subject to their juris- 
diction. 


Based upon the record in the Beneficial Ownership 
Proceeding and its own experience, the Commission is 
publishing for comment proposed amendments to Rule 
14a-3(d) in order to require issuers to carry out their 
obligations in a timely manner. In particular, issuers 
would be required to make appropriate inquiry of 
record holders at least ten days prior to the record date 
for the meeting of security holders and, upon receipt 
of a search card or other communication from the 
record holder, to furnish an appropriate amount of 
proxy materials and annual reports to record holders 
in a timely manner. The rule would also be amended 
to require an issuer to furnish these materials directly 
to beneficial owners if a broker chooses to comply 
with proposed Rule 14b-1(b) by furnishing a list of 

its customers to the issuer. 


1. The text of proposed Rule 14b-1 is as follows: 
Rule 14b-1. Obligations of Registered Brokers in 
Connection With the Timely Forwarding 
of Certain Communications to Beneficial 
Owners 


(a) A broker registered under Section 15 of the Act 
shall: 


(1) respond to an inquiry made in accordance with 
Rule 14a-3(d) by or on behalf of an issuer whose 
management is soliciting proxies, consents or author- 
ization by promptly indicating, by means of a search 
card or otherwise, the approximate number of its cus- 
tomers who are beneficial owners of the issuer's se- 
curities that are held of record by the broker or its 
nominees; and 


(2) upon receipt of the proxy, other proxy soliciting 
material, and/or annual reports to security holders 
and of assurances that its reasonable expenses shall 
be paid by the issuer, forward such materials in a 
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timely manner to such customers; or 


(b) In lieu of complying with the requirements of para- 
graph (a), a broker registered under Section 15 of the 
Act may respond to an inquiry made in accordance 
with Rule 14a-3(d) by or on behalf of an issuer whose 
management is soliciting proxies, consents or authori- 
zation by promptly furnishing such issuer with: 


(1) alist as of the record date of the names, addresses 
and holdings of its customers who are beneficial owners 
of the issuer’s securities that are held of record by the 
broker or its nominees; and 


(2) authorization to vote such securities in accordance 
with the instructions of such customers. 


NOTE: A broker choosing to furnish a list of 

its customers who are beneficial owners to an 
issuer may impose reasonable conditions on the 
use of such a list — e.g., that the list be used only 
for the purposes of mailing annual reports and 
proxy materials to beneficial owners. 


ll. The text of Rule 14a-3 as proposed to be amended 
is as follows: 


Rule 14a-3. /nformation to be Furnished to Security 
Holders 


(a) - (c) [No change] 


(d) If the issuer knows that securities of any class entitled 
to vote at a meeting with respect to which the issuer 
intends to solicit proxies, consents or authorization are 
held of record by a broker, dealer, bank or voting trustee, 
or their nominees, the issuer shall inquire of such record 
holder, at /east ten days prior to the record date for the 
meeting of security holders, whether other persons are 
the beneficial owners of such securities and, if so, the 
number of copies of the proxy and other soliciting ma- 
terial and, in the case of an annual meeting at which 
directors are to be elected, the number of copies of 

the annual report to security holders, necessary to 
supply such material to beneficial owners. The issuer 
shall supply such record holder in a timely manner 

with additional copies in such quantities, assembled in 
such form and at such a place, as the record holder 

may reasonably request in order to address and send 
one copy of each to each beneficial owner of securi- 
ties so held and shall, upon the request of such record 
holder, pay its reasonable expenses for completing the 
mailing of such material to security holders to whom 
the material is sent; provided, however, if a broker pur- 
suant to Rule 14b-1, furnishes the issuer with a list as 
of the record date of the names, addresses and holdings 
of beneficial owners of securities held of record by the 
broker or its nominees and also furnishes appropriate 
authorization to vote such securities in accordance with 
the instructions of such customers, the issuer shall com- 
ply with the requirements of this rule for solicitation of 
proxies, consents or authorization with respect to such 
customers. 
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NOTE 1: If the issuer's list of security holders 
indicates that some of its securities are registered 

in the name of a clearing agency (e.g., the Deposi- 
tory Trust Company, Midwest Securities Trust 
Company, Pacific Securities Depository Trust Com- 
pany, and National Clearing Corooration for which 
the nominees are, respectively, Cede & Co., Kray & 
Co., Pacific & Co., and NCC & Co.), an issuer shall 
make appropriate inquiry of the agency and there- 
after of the participants in such a agency who may 
hold on behalf of a beneficial owner, and shall 
comply with the above paragraph with respect to 
any such participant. 


NOTE 2: The requirement for sending an annual 
report to security holders of record having the 
same address will be satisfied by sending at least 
one report to a holder of record at that address 
provided that those holders of record to whom a 
report is not sent agree thereto in writing. This 
procedure is not available to issuers, however, 
where banks, broker-dealers, and other persons 
hold securities in nominee accounts or “‘street 
names” on behalf of beneficial owners, and such 
persons are not relieved of any obligation to ob- 
tain or send such annual report to the beneficial 
owners. 


NOTE 3: The attention of issuers is called to the 
fact that broker-dealers have an obligation pursu- 
ant to Rule 14b-1 and applicable self-regulatory 
requirements to obtain and forward annual reports 
and proxy soliciting materials in a timely manner 
to beneficial owners for whom such broker-dealers 
hold securities. 


Operation of Proposals 


The Commission is mindful of the cost to registrants, 
brokers and others of its proposals and it recognizes 

its responsibilities to weigh with care the costs and bene- 
fits which result from its rules. Accordingly, the Com- 
mission specifically invites comments on the cost to 
registrants, brokers and others of the proposals pub- 
lished in this release, if adopted. 


Authority 


The Commission hereby proposes for comment pro- 
posed Rule 14b-1 and proposed amendments to Rule 
14a-3(d) pursuant to Sections 14(a), 14(b) and 23(a) 
of the Exchange Act. All interested persons are invited 
to submit their views and comments on the foregoing 
proposal to George A. Fitzsimmons, Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 
20549, on or before November 30, 1975. Such com- 
munications should refer to File No. $7-581, and will 
be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 




















1/ See Exchange Act Release No. 11079 (Oct. 31, 
1974). 


2/ Exchange Act Release No. 11243 (Feb. 13, 1975). 
3/ Public Docket S7-504 (Letters of Comment in Re- 
sponse to Exchange Act Release No. 10591; Jan. 10, 
1974). 


4/ Securities Act Release Nos. 5526 (Sept. 9, 1974) 
and 5538 (Nov. 5, 1974). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11618/August 25, 1975 


The Securities and Exchange Commission announced 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspen- 
sion of over-the-counter trading for a ten-day period 
commencing at 12:50 p.m. (EDT) on August 25, 
1975 and terminating at midnight (EDT) on Septem- 
ber 3, 1975 of the common stock of Valhi, Inc. 


The Commission announced the suspension of trading 
because of questions as to who constitutes the current 
directors and management of Valhi. Based on informa- 
tion supplied to the Commission it appears the follow- 
ing events occurred. Contran, Inc., as a result of a tender 
offer, acquired in excess of 50% of the outstanding com- 
mon stock of Valhi in mid-August, 1975. Subsequent 
thereto, Contran on August 21, 1975 purported to re- 
move the board of directors of Valhi and insert a new 
board. Such efforts were resisted by Valhi and the matter 
as to who constitutes Valhi’s board is still unresolved. 


Previously, the Commission had suspended trading in 
Valhi’s common stock for a ten-day period expiring 
August 24, 1975. That suspension was concurrent with 
the filing of a suit against Valhi and others for violations 
of the anti-fraud and tender offer provisions of the se- 
curities laws. The lawsuit which seeks preliminary and 
permanent relief is still pending. See Litigation Release 
No. 7042 for a further description of this lawsuit. 


The Commission cautions broker-dealers, shareholders, 
and prospective purchasers that they should carefully 
consider the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading sus- 
pension no quotation may be entered unless and until 
they have strictly complied with all of the provisions 
of said rule. If any broker or dealer has any questions 
as to whether or not he has complied with said rule, 
he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 





Washington, D. C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should re- 
frain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11619/August 27, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY NEW YORK STOCK EXCHANGE, INC. (File No. 
SR-NYSE-75-1) 


The New York Stock Exchange, Inc. (the “NYSE”’) sub- 
mitted on August 25, 1975, a proposed rule change under 
Rule 19b-4 pursuant to which the NYSE will partially 
spin off ownership of the NYSE’s wholly-owned securi- 
ties depository, The Depository Trust Company (“DTC”). 
The first sale of DTC stock is to occur in 1975, and 
allocations among purchasers of the stock (all of whom 
must be DTC participants) to be sold are to be made in 
accordance with a formula based on fees paid to DTC 

in the last quarter of 1974 and the average value of 

long positions held with DTC on the last business days 

of October, November and December, 1974. After the 
initial offering, the allocation of DTC stock is to be re- 
determined annually when data for the preceding calen- 
dar year become available. 


Allocations to broker-dealer participants will not be 
available for direct purchase by broker-dealers, but 
may be purchased by the American Stock Exchange, 
Inc. (the ““Amex”’) and the National Association of 
Securities Dealers, Inc. (the “NASD”). The NYSE will 
retain stock otherwise allocable to NYSE members. 
In connection with the initial sale of DTC stock, the 
NYSE will offer 8% of the DTC’s outstanding stock 
to each of the Amex and the NASD. Institutional 
participants of DTC will be permitted to own, in the 
aggregate, no more than 45% of DTC’s outstanding 
stock. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
2, 1975. Interested persons are invited to submit 
written data, views and arguments concerning the 
NYSE submission within three weeks from the date 
of publication in the Federal Register. Persons desir- 
ing to make written submissions should file six copies 
thereof with the Secretary of the Commission, Secur- 
ities and Exchange Commission, 500 North Capitol 
Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-NYSE-75-1. 


Copies of the NYSE’s submission and of all written 
comments will be available for inspection at the Se- 
curities and Exchange Commission’s Public Reference 
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Room, 1100 L Street, N. W., Washington, D. C. Copies 
of the filing will also be available at the principal office 
of the NYSE. 


For the Commission, by the Division of Market Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11620/August 28, 1975 


LIST OF FOREIGN ISSUERS WHICH HAVE SUB- 
MITTED INFORMATION PURSUANT TO RULE 
12g3-2 UNDER SECURITIES EXCHANGE ACT 
OF 1934 


Foreign issuers with more than $1,000,000 in assets 
and a class of equity securities held by 500 or more 

shareholders, of which 300 or more shareholders re- 

side in the United States, are subject to the registra- 

tion, reporting, proxy, and insider trading provisions 
of the Securities Exchange Act of 1934. 1/ 


Rule 12g3-2(b) provides an exemption from regis- 
tration under Section 12(g) of the Act for a foreign 
issuer which submits on a current basis material 
specified in the Rule to the Commission. Such re- 
quired material includes that information about 
which investors ought reasonably to be informed 
with respect to the issuer and its subsidiaries and 
which the issuer (1) has made public pursuant to 

the law of the country of its domicile or in which it is 
incorporated or organized, (2) has filed with a stock 
exchange on which its securities are traded and which 
was made public by such exchange and/or (3) has dis- 
tributed to its security holders. 


When it adopted Rule 12g3-2 and other rules relating 
to foreign securities (see Securities Exchange Act Re- 
lease No. 8066, April 28, 1967), the Commission indi- 
cated that from time to time it would issue lists con- 
taining those foreign issuers which have obtained ex- 
emptions from the registration provisions of Section 
12(g) of the Act by providing the information speci- 
fied in Rule 12g3-2(b). The purpose of the present 
release is to call to the attention of brokers, dealers 
and investors that some form of current information 
concerning the foreign issuers included on the enclosed 
list is available in the public files of the Commission. 
The enclosed list includes those foreign issuers which, 
as of July 31, 1975, are current in furnishing informa- 
tion under Rule 12g3-2(b). There is a total of 146 
foreign issuers on the list. 


The Commission also wishes to call to the attention of 
brokers, dealers, and investors the fact that current 
information concerning certain foreign issuers may not 
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be available in the United States. The Commission 
continues to expect that brokers and dealers will 
consider this fact in connection with their obligations 
under the federal securities laws to have a reasonable 
basis for recommending these securities to their cus- 
tomers. The Commission will continue to review activity 
in the markets for foreign securities to see whether the 
present rules are achieving their purpose and whether 
further rules or rule revisions are necessary in the pub- 
lic interest or for the protection of investors. 


Any questions regarding Rule 12g3-2 or the list in- 
cluded herein should be directed to the Office of Inter- 
national Corporate Finance, Division of Corporation 
Finance. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Foreign issuers may also be subject to such require- 
ments of the Act by reason of having securities regis- 
tered and listed on a national securities exchange in 
the United States or subject to the reporting require- 
ments by reason of having registered securities under 
the Securities Act of 1933. 


FOREIGN ISSUERS WHICH ARE CURRENT IN SUB- 
MITTING MATERIAL PURSUANT TO THE PROVI- 
SIONS OF RULE 12g3-2(b) AS OF JULY 31, 1975 


File 
Registrant No. Country 
Abitibi Paper Company 82-80 Toronto, Ontario, 
Limited Canada 
Agnico-Eagle Mines 82-179 Toronto, Ontario, 
Limited Canada 
Aktiebolaget Svenska 82-139 Gothenberg, 
Kullagerfabriekn Sweden 
Algoma Steel Corp. 82-99 Saute Ste. Marie, 
Limited Ontario, Canada 
Anglo American Cor- 82-97 Johannesburg, 
poration of South South Africa 
Africa Limited 
Anglo American Gold 82-146 Johannesburg, 
Investment Co. South Africa 
Limited 
Anglo United Develop- 82-190 Toronto, Ontario, 
ment Corporation Canada 
Limited 
Bank of Montreal 82-126 Montreal, Quebec, 
Canada 
Bank of Nova Scotia 82-132 Toronto, Ontario, 
Canada 
Bankeno Mines Ltd. 82-162 Toronto, Ontario, 
Canada 
Basic Resources Inter- 82-203 Luxembourg, 
national S.A. Luxembourg 
Beecham Group 82-22 Middlesex, 
Limited England 


Gh 





da 














"6 
v Registrant 


Bell Canada 


Bison Petroleum & 
Minerals Ltd. 

Blyvooruitzicht Gold 
Mining Company, 
Limited 

Bovis Corporation 
Limited 

The Bowater Corpor- 
ation 

Bracken Mines Limited 


Bralorne Resources 
Ltd. 


Brascan, Ltd. 
Brinco, Ltd. 


British-American 
Tobacco Company 
Limited 

Broken Hill Proprietary 
Company, Limited 

Burmah Oil Company 
Limited 


Camflo Mines Limited 


Canadian Industrial Gas 
& Oil Ltd. 

Canadian Marconi Com- 
pany 

Celanese Canada Ltd. 


Charter Consolidated 
Limited 
Chromasco Limited 


Cochenour Willans 
Gold Mines Limited 
Cominco Ltd. 


Coniagas Mines, Limited 


Consolidated - Bathurst 
Limited 

Consolidated Durham 
Mines & Resources 
Ltd. 


Daggafontein Mines 
Limited 

Debeers Consolidated 
Mines, Limited 

Den Norske Amerika- 
linje A/S 

Dickenson Mines 
Limited 

Dominion Bridge 
Company Ltd. 


No. 
82-2 
82-161 
82-69 


82-62 
82-3 
82-219 
82-143 


82-4 
82-102 
82-33 


82-81 
82-5 


82-193 
82-192 
82-86 

82-171 
82-233 
82-106 
82-63 

82-107 
82-168 
82-172 


82-176 


82-43 
82-91 
82-111 
82-8 
82-93 


Country 


Montreal, Quebec, 
Canada 

Toronto, Ontario, 
Canada 

Johannesburg, 
South Africa 


Toronto, Ontario, 
Canada 
London, England 


Johannesburg, 
South Africa 
Vancouver, British 

Columbia, 
Canada 
Toronto, Ontario, 
Canada 
Montreal, Quebec, 
Canada 
London, England 


Melbourne, 
Australia 
Glasgow, Scotland 


Toronto, Ontario, 
Canada 
Calgary, Alberta, 
Canada 
Montreal, Quebec, 
Canada 
Montreal, Quebec, 
Canada 
London, England 


Montreal, Quebec, 
Canada 

Toronto, Ontario, 
Canada 

Montreal, Quebec, 
Canada 

Toronto, Ontario, 
Canada 

Montreal, Quebec, 
Canada 

Toronto, Ontario, 
Canada 


Johannesburg, 
South Africa 

Johannesburg, 
South Africa 

Oslo, Norway 


Toronto, Ontario, 
Canada 

Montreal, Quebec, 
Canada 


Registrant 


Dominion Foundries 
& Steel Co. 
Dominion Textile Com- 
pany Limited 
Domtar Limited 


Doornfontein Gold 
Mining Company 
Limited 

Dresdner Bank AG 


Dupont of Canada 
Limited 

Durban Roodepoort 
Deep Ltd. 


East Daggafontein 
Mines Limited 

East Driefontein Gold 
Mining Co., Inc. 

East Malartic Mines 
Limited 

East Rand Proprietary 
Mines Limited 

L. M. Ericsson Tele- 
phone Co. 


Falconbridge Nickel 
Mines Limited 

Fiat Spa 

Fisons Limited 

Ford Motor Company 
of Canada Limited 

Free State Geduld Mines 
Ltd. 

Fuji Photo Film Com- 
pany, Limited 


Geduld Investments 
Limited 

Glaxo Holdings Limited 

Gold Fields of South 
Africa, Ltd. 

Gold Fields Property 
Company Limited 

Granisle Copper 
Limited 


Great Canadian Oil 
Sands Limited 

Great West Life Assur- 
ance Company 

Gulf Oil Limited 
(Canada) 


Harmony Gold Mining 
Company Limited 


1AC Limited 


File 
No. 


82-114 
82-113 
82-18 

82-213 


82-229 


82-19 
82-156 


82-42 

82-124 
82-212 
82-239 


82-115 


82-30 
82-116 
82-202 
82-20 
82-40 


82-78 


82-234 


82-10 
82-204 


82-214 
82-26 


82-228 
82-77 


82-101 


82-238 


82-120 





Country 


Hamilton, Ontario, 
Canada 
Montreal, Quebec, 
Canada 
Montreal, Quebec, 
Canada 
Johannesburg, 
South Africa 


Frankfurt a.M., 
Federal Republic 
of Germany 

Montreal, Quebec, 
Canada 

Johannesburg, 
South Africa 


Johannesburg, 
South Africa 
Johannesburg, 
South Africa 
Toronto, Ontario, 
Canada 
Johannesburg, 
South Africa 
Stockholm, Sweden 


Toronto, Ontario, 
Canada 

Turin, Italy 

London, England 

Oakville, Ontario, 
Canada 

Johannesburg, 
South Africa 

Tokyo, Japan 


Johannesburg, 
South Africa 
London, England 

Johannesburg, 
South Africa 

Johannesburg, 
South Africa 

Vancouver, British 
Columbia, 
Canada 

Toronto, Ontario, 
Canada 

Winnipeg, Manitoba, 
Canada 

Toronto, Ontario, 
Canada 


Johannesburg, 
South Africa 


Toronto, Ontario, 
Canada 
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Registrant 
Imasco Limited 
Indusmin Limited 


The Investors Group 


Kerr Addison Mines 
Limited 

Key Anacon Mines 
Limited 


Kinross Mines Limited 


Kirin Brewery Co. Ltd. 
Kloof Gold Mining 
Company Limited 


La Luz Mines Limited 


Lake Shore Mines 
Limited 

Leslie Gold Mines 
Limited 

Libanon Gold Mining 
Company Limited 

Little Long Lac Mines 
Limited 

Lonrho Limited 


Magnum Fund Limited 


Marievale Consolidated 
Mines Limited 

M. 1. M. Holdings Ltd. 

Minerals and Resources 
Corporation 
Limited 

Montecatini Edison 
S.P.A. 


Moore Corporation Ltd. 


Na-Churs International 
Limited 

Nickel Rim Mines 
Limited 

Nissan Motor Co., Ltd. 

Noranda Mines Ltd. 


Oceanic Iron O.e of 
Canada Ltd. 
Overseas Inns S.A. 


Patino N. V. 
Philex Mining Corp. 
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File 
No. 


82-118 
82-201 
82-13 


82-14 
82-23 


82-220 
82-188 
82-205 
82-237 
82-15 

82-223 
82-215 
82-198 
82-191 
82-125 
82-224 
82-173 
82-206 
82-127 
82-128 


82-209 
82-129 
82-207 
82-158 
82-159 
82-166 


82-135 
82-136 


Country 


Montreal, Quebec, 
Canada 

Toronto, Ontario, 
Canada 

Winnipeg, Manitoba, 
Canada 


Toronto, Ontario, 
Canada 

St. Johns, New 
Brunswick, 
Canada 

Johannesburg, 
South Africa 

Tokyo, Japan 

Johannesburg, 
South Africa 


Toronto, Ontario, 
Canada 
Toronto, Ontario, 
Canada 
Johannesburg, 
South Africa 
Johannesburg, 
South Africa 
Toronto, Ontario, 
Canada 
London, England 


Amsterdam, 
The Netherlands 
Johannesburg, 
South Africa 
Brusbane, Australia 
Pembroke, 
Bermuda 


Milan, Italy 


Toronto, Ontario, 
Canada 


Toronto, Ontario, 
Canada 
Toronto, Ontario, 
Canada 
Tokyo, Japan 
Toronto, Ontario, 
Canada 


Toronto, Ontario, 
Canada 

Luxembourg, 
Luxembourg 


The Hague, 

The Netherlands 
Manila, 

The Philippines 


Registrant 


Potgietersrust 
Platinums Limited 

Power Corporation of 
Canada Limited 

President Brand Gold 
Mining Company 
Limited 

President Steyn Gold 
Mining Company 
Limited 

Pursides Gold Mines 
Limited 


Quebec Sturgeon River 
Mines Ltd. 


Rank Organisation 
Limited 

Rothmans International 
Limited 

Royal Trust Company 


St. Helena Gold Mines 
Limited 

Santos Limited 

Shell Canada Limited 


Sherritt Gordon Mines, 
Limited 

Shiseido Co., Ltd. 

Siemens Aktiengesell- 
schaft 


Silmil Explorations Inc. 
Simpsons Limited 


Southvaal Holdings 
Limited 

Spooner Mines and Oils 
Limited 

Stampede International 
Resources Ltd. 

Steel Co. of Canada 
Limited 

Sudbury Contact Mines 
Ltd. 


The Dai’el, Inc. 

The Grootvlei Proprie- 
tary Mines Limited 

Thomson Industries 
Limited 

Toronto Dominion Bank 


Toyota Motor Co., Ltd. 


U. C. Investments 
Limited 


File 
No. 


82-240 
82-137 
82-39 


82-44 


82-211 


82-186 


82-17 
82-84 
82-196 


82-232 


82-34 
82-94 


82-29 

82-225 
82-73 

82-27 

82-53 

82-197 
82-112 
82-242 
82-141 
82-180 
82-230 
82-222 
82-174 
82-142 
82-208 
82-235 





Country 


Johannesburg, 
South Africa 
Montreal, Quebec, 

Canada 
Johannesburg, 
South Africa 


Johannesburg, 
South Africa 


Toronto, Ontario, 
Canada 


Toronto, Ontario, 
Canada 


London, England 


Basildon, Essex, 
England 

Montreal, Quebec, 
Canada 


Johannesburg, 
South Africa 
Adelaide, Australia 
Toronto, Ontario, 

Canada 
Toronto, Ontario, 
Canada 
Tokyo, Japan 
Munich, Federal 
Republic of 
Germany 
Toronto, Ontario, 
Canada 
Toronto, Ontario, 
Canada 
Johannesburg, 
South Africa 
Toronto, Ontario, 
Canada 
Vancouver, British 
Columbia, Canada 
Toronto, Ontario, 
Canada 
Toronto, Ontario, 
Canada 


Osaka, Japan 
Johannesburg, 
South Africa 
Calgary, Alberta, 
Canada 
Toronto, Ontario, 
Canada 
Tokyo, Japan 


Johannesburg, 
South Africa 












da 




















LB 
am 


Ultra Electronic 
Holdings Limited 

Union Corporation 
Limited 

Union Gas Limited 


Union Platinum Mining 


Company Limited 
Unisel Gold Mines 
Limited 


United Keno Hill Mines 


Ltd. 
United Siscoe Mines 
Limited 


Upper Canada Resources 


Ltd. 


Vaal Reefs Exploration 
and Mining Company 


Limited 


Velcro Industries, N.V. 


Venterspost Gold Min- 
ing Company Ltd. 

Viakfontein Gold Min- 
ing Company Ltd. 

Voyager Petroleums Ltd. 


Waterval (Rustenburg) 


Platinum Mining 


Company, Limited 
Welkom Gold Mining 

Company, Limited 
West Driefontein Gold 


Mining Co. Ltd. 

Western Deep Levels 
Limited 

Western Holdings 
Limited 

Willroy Mines Ltd. 


Winkelhaak Mines 
Limited 


Wright Hargreaves Mines 


Ltd. 


Zambia Copper Invest- 


ments Limited 


82-231 
82-49 

82-241 
82-236 
82-61 

82-194 
82-134 


82-56 


82-145 
82-216 
82-217 
82-189 


82-218 


82-57 
82-90 
82-58 
82-54 
82-182 
82-221 
82-60 


82-227 


Country 
London, England 


Johannesburg, 
South Africa 
Chatham, Ontario, 

Canada 
Johannesburg, 
South Africa 
Johannesburg, 
South Africa 
Toronto, Ontario, 
Canada 
Montreal, Quebec, 
Canada 
Toronto, Ontario, 
Canada 


Johannesburg, 
South Africa 


Curacao, Nether- 
lands Antilles 
Johannesburg, 
South Africa 
Johannesburg, 
South Africa 
Calgary, Alberta, 
Canada 


Johannesburg, 
South Africa 


Johannesburg, 
South Africa 
Johannesburg, 
South Africa 
Johannesburg, 
South Africa 
Johannesburg, 
South Africa 
Toronto, Ontario, 
Canada 
Johannesburg, 
South Africa 
Toronto, Ontario, 
Canada 


Pembroke, 
Bermuda 





SECURITIES EXCHANGE ACT OF 1934 


Release No. 11621/August 28, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY PACIFIC STOCK EXCHANGE, INC. (File No. SR- 


PSE-75-1) 


The Pacific Stock Exchange, Inc. (“PSE”) submitted 

on August 25, 1975, a proposed rule change under 

Rule 19b-4 to increase the number of authorized mem- 
berships from 220 to 742, with the newly authorized 
memberships to be sold by the Board of Governors only 
in accordance with the Options Funding Plan of 1975. 


Publication of the submission is expected to be made 

in the Federal Register during the week of September 2, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Fed- 
eral Register. Persons desiring to make written submis- 
sions should file six copies thereof with the Secretary 

of the Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549. Refer- 
ence should be made to File No. SR-PSE-75-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N. W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the Pacific 
Stock Exchange. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11622/August 28, 1975 


PROPOSAL TO ADOPT RULE 17Ac2-1 AND RELATED 
FORM TA-1 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 (S7-583) 


Notice is hereby given that the Securities and Exchange 
Commission (the ““Commission”) has under considera- 
tion a proposal to adopt Rule 17Ac2-1 and related Form 
TA-1 under the Securities Exchange Act of 1934 (the 
“Act’’). 


Proposed Rule 17Ac2-1 would require each transfer 
agent for which the Commission is the appropriate re- 
gulatory agency, as defined in Section 3(a)(34)(B) 1/ 
of the Act, to file with the Commission an application 
for registration on Form TA-1. 


Background 


As amended by the Securities Acts Amendments of 1975 
(the “1975 Act’), which was signed into law on June 4, 
1975, 2/ the Act provides for federal regulation of the 
securities handling process, including clearing agencies, 
depositories, and transfer agents, with the view to facilita- 
ting the establishment of a national system for the prompt 
and accurate clearance and settlement of securities trans- 
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actions. In some areas the Commission’s authority is 
exclusive; in other areas, the Commission's authority 

is shared with federal bank regulatory agencies (j.e., 
the Board of Governors of the Federal Reserve System, 
the Comptroller of the Currency, and the Federal De- 
posit Insurance Corporation). 


One of the areas in which the Commission and the fed- 
eral bank regulatory agencies have shared regulatory 
authority is the registration of transfer agents. 


Pursuant to Section 17A(c) of the Act, on and after 
December 1, 1975, 3/ it will be unlawful for any 
transfer agent subject to the registration requirements 
to make use of the mails or any means or instrumen- 
tality of interstate commerce to perform the function 
of a transfer agent unless registered with the appropri- 
ate regulatory agency for such transfer agent. Transfer 
agents for securities registered under Section 12 of the 
Act, or for securities which would be required to be 
registered under Section 12 except for the exemption 
from registration contained in subsections (g)(2)(B) or 
(g)(2)(G) of Section 12 (which subsections relate to 
securities of investment companies and insurance com- 
panies), are subject to the registration requirement. 


The term transfer agent is defined in Section 3(a)(25) of 
the Act to mean any person who engages, on behalf of 
an issuer of securities or on behalf of itself as an issuer 
of securities, in (i) countersigning such securities upon 
issuance, (ii) monitoring the issuance of such securities 
with a view to preventing unauthorized issuance, a func- 
tion commonly performed by a person called a registrar, 
(iii) registering the transfer of such securities, (iv) ex- 
changing or converting such securities, or (v) transferring 
record ownership of securities by bookkeeping entry 
without physical issuance of securities certificates. The 
term transfer agent does not include any insurance com- 
pany or separate account which performs such functions 
solely with respect to variable annuity contracts or var- 
iable life policies which it issues or any registered clear- 
ing agency which performs such functions solely with 
respect to options contracts which it issues. 


A transfer agent which is a national bank or a subsidiary 
of any such bank or a bank operating under the Code of 
Law for the District of Columbia or a subsidiary of any 
such bank is required to register with the Comptroller 
of the Currency. A transfer agent which is a State mem- 
ber bank of the Federal Reserve System or a subsidiary 
of any such bank, a bank holding company or a subsidi- 
ary of a bank holding company which is a bank 4/ (other 
than a bank which is required to register with the Comp- 
troller of the Currency or the Federal Deposit Insurance 
Corporation) is required to register with the Board of 
Governors of the Federal Reserve System. A transfer 
agent which is a bank insured by the Federal Deposit 
Insurance Corporation (other than a bank which is a 
member bank of the Federal Reserve System) or a sub- 
sidiary thereof is required to register with the Federal 
Deposit Insurance Corporation. All other transfer 
agents are required to register with the Commission. 


Under the Act, a transfer agent registers by filing with 
the appropriate regulatory agency an application for 
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registration containing information and documents 
prescribed by the appropriate regulatory agency. Re- 
gistration of a transfer agent becomes effective thirty 
days after receipt of the application for registration 
by the appropriate regulatory agency for the transfer 
agent, unless the appropriate regulatory agency takes 
affirmative action to accelerate, deny or postpone the 
registration in accordance with the provisions of Sec- 
tion 17A(c). 


Each federal bank regulatory agency is publishing, con- 
currently with the publication of this rule and regis- 
tration statement, a substantially similar rule and an 
identical registration statement for transfer agents 
which are required to register with that agency. 


Proposed Rule 17Ac2-1 


Pursuant to proposed Rule 17Ac2-1, a transfer agent 
for which the Commission is the appropriate regula- 
tory agency will be required to apply for registration 
with the Commission on, and in accordance with the 
instructions contained in, Form TA-1. The filing of 
any amendment to an application for registration, 
which has not become effective, will postpone the 
effective date of the registration until the thirtieth 

day after the date on which the amendment was 

filed, unless the Commission takes affirmative action 
to accelerate, deny or postpone the registration in 
accordance with the Act. Within ten calendar days 
following the date on which any information contained 
in items 1-5 of Form TA-1 becomes inaccurate, mislead- 
ing or incomplete, the registrant will be required to file 
an amendment to Form TA-1 correcting the inaccurate, 
misleading or incomplete information. Within thirty 
calendar days following the close of any calendar year 
quarter (beginning with the calendar quarter ending 
March 31, 1976) during which the information re- 
ported at items 6-7 of Form TA-1 becomes inaccurate, 
incomplete or misleading, the registrant shall file an 
amendment on Form TA-1 correcting the inaccurate, 
incomplete or misleading information. Form TA-1 
shall constitute a “report” or “application” within 

the meanings of Sections 17, 17A(c) and 32(a) of the 
Act. 


Proposed Form TA-1 


Form TA-1 will be a common form for the registration 
of all transfer agents required to register under the Act. 
Form TA-1 is designed to identify, and to provide basic 
information related to, transfer agents and to aid in the 
development of appropriate regulatory standards. The 
information requested includes the name of the regis- 
trant, the address of the principal place of the registrant's 
business, the address of the principal office(s) for trans- 
fer agent activities, the name of the person in charge of 
the registrant's transfer agent activities, the registrant's 
form of organization, the types of transfer agent activi- 
ties engaged in by the registrant, the names of issues for 
which the registrant acts as transfer agent (or co-transfer 
agent) or registrar (or co-registrar), the nature and extent 
of the registrant's insurance coverage relating to transfer 
agent activities and certain operational data pertaining 
to the registrant's transfer agent activities. 


Gh 
















My 


_Comments on proposed Form TA-1 may include com- 
ments on the format of the Form. 


1/ Section 3(a)(34)(B) of the Act defines the term 
“appropriate regulatory agency” when used with respect 
to a clearing agency or transfer agent to be: 















Statutory Basis 


Proposed Rule 17Ac2-1 and Form TA-1 thereunder would 
be adopted pursuant to Sections 2, 17, 17A and 23(a) of 
the Securities Exchange Act of 1934. 


The text of proposed Rule 17Ac2-1 follows: 


17 CFR 240.17Ac2-1. Application for Registration of 
Transfer Agents 


(a) An application for registration, pursuant to Section 
17A(c) of the Act, of a transfer agent for which the 
Commission is the appropriate regulatory agency, as 
defined in Section 3(a)(34)(B) of the Act, shall be 

filed with the Commission on Form TA-1, in accord- 
ance with the instructions contained therein. 


(b) The filing of any amendment to an application for 
registration as a transfer agent pursuant to paragraph 

(a) of this rule, which registration has not become effec- 
tive, shall postpone the effective date of the registration 
until the thirtieth day following the date on which the 
amendment is filed unless the Commission takes affir- 
mative action to accelerate, deny or postpone the re- 
gistration in accordance with the provisions of Section 
17A(c) of the Act. 


(c) Within ten calendar days following the date on 
which any information reported at items 1-5 of Form 
TA-1 becomes inaccurate, misleading or incomplete, 
the registrant shall file an amendment on Form TA-1 
correcting the inaccurate, misleading or incomplete 
information. Within thirty calendar days following the 
close of any calendar year quarter (beginning with the 
calendar quarter ending March 31, 1976) during which 
the information reported at items 6-7 of Form TA-1 
becomes inaccurate, incomplete or misleading, the re- 
gistrant shall file an amendment on Form TA-1 correct- 
ing the inaccurate, incomplete or misleading informa- 
tion. 


(d) Every registration or amendment filed pursuant to 
this rule shall constitute a “report” or “application” 
within the meanings of Sections 17, 17A(c), and 32(a) 
of the Act. 


The text of proposed Form TA-1 is attached hereto. 


All interested persons are invited to submit their views 
on proposed Rule 17Ac2-1 and Form TA-1 to George 
A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D. C. 20549, no later than September 29, 1975. Re- 
ference should be made to File No. S7-583. All com- 
ments received will be subject to public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


“(i) the Comptroller of the Currency, in the case 
of a national bank or a bank operating under the 
Code of Law for the District of Columbia, or a 
subsidiary of any such bank; 


(ii) the Board of Governors of the Federal Re- 
serve System, in the case of a State member bank 
of the Federal Reserve System, a subsidiary there- 
of, a bank holding company, or a subsidiary of a 
bank holding company which is a bank other than 
a bank specified in clause (i) or (iii) of this sub- 
Paragraph; 


(iii) the Federal Deposit Insurance Corporation, 
in the case of a bank insured by the Federal De- 
posit Insurance Corporation (other than a member 
of the Federal Reserve System), or a subsidiary 
thereor; and 


(iv) the Commission in the case of all other clear- 
ing agencies and transfer agents;”’ 


2/ Pub. L. 94-29 (June 4, 1975). 
3/ See Section 31(a) of the 1975 Act. 


4/ Section 3(a)(34) of the Act provides that for pur- 
poses of that section the terms “bank holding com- 
pany” and “subsidiary of a bank holding company” 
have the meanings given them in Section 2 of the Bank 
Holding Company Act of 1956. 


FORM TA-1 


UNIFORM FORM FOR REGISTRATION AS A TRANS- 
FER AGENT AND FOR AMENDMENT TO REGISTRA- 
TION AS A TRANSFER AGENT PURSUANT TO SEC- 

TION 17A OF THE SECURITIES EXCHANGE ACT OF 
1934 (the “Act’’). 


1. General Instructions for Preparing and Filing Form 
TA-1 


1. Form TA-1 is to be used to apply for registration and 
to amend registration with the Board of Governors of the 
Federal Reserve System, the Comptroller of the Currency, 
the Federal Deposit Insurance Corporation »r the Securi- 
ties and Exchange Commission. The respective addresses 
for filing are included as a separate page following these 
instructions. 


2. A. A transfer agent which is a national bank or a 
subsidiary of any such bank or a bank operating under 
the Code of Law for the District of Columbia or a sub- 
sidiary of any such bank is required to register with the 
Comptroller of the Currency. 


B. A transfer agent which is a State member bank of 
the Federai Reserve System or a subsidiary of any such 
bank, a bank holding company or a subsidiary of a bank 
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holding company which is a bank (other than a bank 
which is required to register with the Comptroller of 
the Currency or the Federal Deposit Insurance Cor- 
poration) is required to register with the Board of 
Governors of the Federal Reserve System. 


C. A transfer agent which is a bank insured by the 
Federal Deposit Insurance Corporation (other than 
a bank which is a member bank of the Federal Re- 
serve System) or a subsidiary thereof is required to 
register with the Federal Deposit Insurance Corpora- 
tion. 


D. All other transfer agents are required to register 
with the Securities and Exchange Commission. 


3. Six copies of Form TA-1, Schedule A and any 
attachments are to be completed and filed with the 
appropriate regulatory agency for the transfer agent, as 
set forth in instruction 2 immediately above. An exact 
copy should be retained for your records. Copies of 
Form TA-1 and Schedule A may be obtained from 

any of the agencies listed on the pages following these 
instructions. Copies of Form TA-1 and Schedule A may 
be mechanically duplicated and are acceptable for 
filing provided an original, manual signature is affixed 
in response to item 13 of Form TA-1 on each copy. 
Form TA-1 and Schedule A may be duplicated by any 
method producing legible copies, of type size identical 
to that in the Form, on good quality, unglazed, white 
paper, 8-1/2 x 11 inches in size. 


4. If Form TA-1 is filed by a corporation, it shall be 
signed in the name of the corporation by a principal 
officer duly authorized; if it is filed otherwise than 
by a corporation, it shall be signed by a duly auth- 
orized principal of the organization filing the Form. 


5. If the space provided for any answer on Form TA- 
1 is insufficient, the complete answer shall be pre- 
pared on Schedule A, which shall be attached to the 
Form. 


6. Individuals’ names, except for executing signa- 
tures, shall be given in full wherever required (last 
name, first name, middle name). The full middle 
name is required. Initials are not acceptable unless 
the individual legally has only an initial. 


7. A Form TA-1 which is not prepared and executed 
in compliance with applicable requirements may be 
returned as not acceptable for filing. However, accept- 
ance of Form TA-1 shall not constitute any finding 
that it has been filed as required or that the informa- 
tion submitted is true, current, or complete. 


8. Unless the context otherwise requires, “‘registrant”’ 
means the entity on whose behalf Form TA-1 is filed, 
whether as a registration or as an amendment to a pre- 
viously filed Form TA-1. 


9. The information contained in Form TA-1 shall be 


amended upon the happening of certain events (See 
instruction 12 relating to amendments to Form TA-1). 
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10. Section 17(c)(1) of the Act, among other things, 
requires every transfer agent who files a registration 
form or amendment thereto with the Board of Governors 
of the Federal Reserve System, the Comptroller of the 
Currency or the Federal Deposit Insurance Corporation 
to file a copy of such registration form or amendment 
with the Securities and Exchange Commission. The Se- 
curities and Exchange Commission and the federal bank 
regulatory agencies have developed procedures pursuant 
to which the federal bank regulatory agencies will trans- 
mit a copy of any registration form or amendment filed 
with them to the Securities and Exchange Commission. 
Accordingly, such filings with the federal bank regula- 
tory agencies by transfer agents for which the Commis- 
sion is not the appropriate regulatory agency will con- 
stitute filings with the Commission for purposes of Sec- 
tion 17(c)(1) of the Act. 


ll. Instructions Relating to Filing Form TA-1 as a 
Registration Form 


11. If Form TA-1 is being filed as a registration form, 
all applicable items are required to be answered in full. 
If any item is not applicable, respond with “none” or 

“N/A” (not applicable), as appropriate. 


lll. /nstructions Relating to Filing Form TA-1 as an 
Amendment to a Registration Form 


12. Within ten calendar days following the date on 
which information reported at items 1-5 of Form TA-1 
becomes inaccurate, incomplete or misleading, the re- 
gistrant shall file an amendment on Form TA-1 correct- 
ing the inaccurate, incomplete or misleading informa- 
tion. Within thirty calendar days following the close of 
any calendar year quarter (beginning with the calendar 
quarter ending March 31, 1976) during which the in- 
formation reported at items 6-7 of Form TA-1 be- 
comes inaccurate, incomplete or misleading, the regis- 
trant shall file an amendment on Form TA-1 correcting 
the inaccurate, incomplete or misleading information. 


13. If an item is amended, the registrant must answer 
all other items on the page on which the amended item 
appears and must file the new page and a properly exe- 
cuted page 6. Unless Schedule A or an attachment is 
being amended, it is not necessary to file a new Schedule 
A or attachment pertaining to an unamended item on a 
page which is filed because if contains an amended item. 


IV. Instructions as to SPECIFIC ITEMS on Form TA-1 


14. Item 1 - Indicate the agency with which Form TA-1 
is to be filed and whether the Form is filed as a registra- 
tion or an amendment. 


15. Item 2(a) - Include a street address; post office box 
numbers alone are not acceptable. 


16. Item 6 - A separate schedule or computer run pro- 
viding the information called for by this item may be 
attached. 


17. Item 13 - Item 13 must include an original, manual 
signature. 























e V. Instructions Relating to SCHEDULE A [There would be inserted at this point a list of each of 
the agencies where copies of Form TA-1 may be obtain- 


; 18. Schedule A may be used if the space provided for ed and with which this Form may be filed and the cor- 
any answer on Form TA-1 is insufficient. rect mailing address for each.] 
FORM TA-1 


UNIFORM FORM FOR REGISTRATION AS A TRANSFER AGENT AND FOR AMENDMENT TO REGISTRATION 
AS A TRANSFER AGENT PURSUANT TO SECTION 17A OF SECURITIES EXCHANGE ACT OF 1934 


GENERAL: 


Form TA-1 is to be used to register as a transfer agent and to amend registration as a transfer agent with the Board 
of Governors of the Federal Reserve System, the Comptroller of the Currency, the Federal Deposit Insurance Cor- 
poration or the Securities and Exchange Commission pursuant to Section 17A of the Securities Exchange Act of 
1934 (the ““Act’’). Read all instructions before preparing the form. Please print or type all responses. 


1. This Form is filed with 






































as 
(name of agency) 
A registration An amendment 
2. (a) Exact name, principal business address, mailing address, if different, and telephone number of registrant: 
Full name of registrant: IRS Empl. Ident. No.: 
| 
| 
«) Name under which transfer agent activities are conducted, if different: 
If name of registrant is hereby amended, state name under which registered previously: 
If name under which transfer agent activities are conducted is hereby amended, state name given previously: 
Address of principal place of business: 
Number and Street City State Zip Code 
Mailing address, if different: 
Number and Street City State Zip Code 
Telephone Number: 
(Area Code) (Telephone Number) 
2. (b) Address of Principal Office(s) for Transfer Agent Activities: 
Number and Street City . State Zip Code 








(c) Name, title, mailing address and telephone number of person in charge of registrant's transfer agent activities: 





Name Title 














Number and Street City State Zip Code 
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Telephone number: 





(Area Code) (Telephone Number) 


. Registrant agrees and consents that the notice of any proceeding under the Act involving registrant may be given 
by sending such notice by registered or certified mail or confirmed telegram to the person naned, at the address 
given, in response to item 2(c). 





. (a) If registrant is a corporation or a national association: 
Date and jurisdiction of organization: 


Date: Jurisdiction: 








(b) ‘If registrant is not a corporation or a national association, describe on Schedule A the form of organiza- 
tion under which registrant conducts its business and identify the jurisdiction in which registrant is organized. 


. Does registrant have any arrangement with any person under which, with regard to registrant's transfer agent 
activities, such other person processes, keeps or maintains any records or accounts of registrant or issuers re- 
lating to transfer agent services? 


Yes No 


If the answer is ““yes,”’ furnish on Schedule A, as to each such arrangement, the full name and principal business 
address of the other person and a brief summary of each such arrangement. As used in this question, the term 
person includes any individual, corporation, partnership, association, joint stock company, business trust, unin- 
corporated organization, or any other entity. 


. List issues serviced as transfer agent, co-transfer agent, registrar or co-registrar, as the terms are commonly used 
in the transfer agent industry. For each issue provide the following information: 


Identity of co-transfer 


Indicate capacity or agents, co-registrars or, 

Capacities in which if registrant is a co- 

registrant acts for transfer agent or co- 

issue (transfer agent, registrar, of principal 

co-transfer agent, re- transfer agent or regis- 
Name of Issue CUSIP Number Issuer gistrar, co-registrar) trar 








. Check below types of business activities engaged in by registrant: 
(a) Countersigning securities upon issuance 


(b) Monitoring the issuance of securities with a view to preventing unauthorized 
issuance, a function commonly performed by a person called a registrar 


(c) Registering the transfer of securities 
(d) Exchanging or converting securities 


(e) Transferring record ownership of securities by bookkeeping entry without 
physical issuance of securities certificates 
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Activities related to transfer agent functions: 
(1) Acting as dividend disbursing agent or paying agent 

(2) Effecting dividend reinvestment 

(3) Processing stock subscriptions 

(4) Mailing of stockholders notices, proxies and other materials 


(5) Other activities (give details on Schedule A) 










































































8. (a) With regard to transfer agent activities, please provide the following information 
regarding the type of insurance carried: 
Type of Insurance Amount of Coverage Amount of Deductible 
Yes No 
1. Blanket Bond age et $ $ 
2. Fidelity MARY Use 
3. Errors and Omissions Si) 208 
4. Mail Policy et ae 
5. Air Courier ee 5 
6. Lost Instrument age P| 
7. Other (please specify on 
Schedule A) Fete fe 
(b) If registrant’s transfer agent activities are not covered by insurance, has provision been made for self-insurance? 
Yes__ No _____ If yes, indicate on Schedule A the provisions made for self-insurance (e.g., accounting re- 
serve or funded reserve) and the amount thereof. 
9. If registrant is not a bank insured by the Federal Deposit Insurance Corporation, please answer items (a) 
and (b) below: 
(a) Are the registrant's transfer agent activities subject to regulation by a state or political subdivision? 
(If yes, specify name of agency). Yes No__ 
Name of State or Political Subdivision Name of Agency 
(b) Have the registrant's transfer agent activities been the subject of periodic examinations by an agency of a 
state or political subdivision? (If yes, specify name of agency.) Yes No __ 
Name of State or Political Subdivision Name of Agency 
10. (a) Is registrant audited by an independent public accountant? Yes __ No__ 
(b) If audited, does the audit include a review of internal controls related to transfer agent activities? 


Yes No 


Fiscal year of registrant 
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11. (a) 


(b) 
(c) 


(d) 


12. (a) 


(b) 


(c) 


(d) 
(e) 


13. 





What are registrant's internal policies and procedures for reconciling differences in its transfer agent 
operations? (Please describe on Schedule A). 


What is registrant's normal period for reconciling differences in its transfer agent operations? 


As of September 30, 1975, did registrant have any differences beyond its normal period for reconciling 
differences in its transfer agent operations? Yes No__ 


If answer to (c) is “yes’’, indicate as of September 30, 1975, the number of issues out of proof beyond 
the registrant's normal period for reconciling differences and, for each issue, the number and market 
value of the shares by which the issue is out of proof. 


How many employees does registrant have engaged in transfer agent activities? 





How many years has registrant performed transfer agent activities? 





Indicate the average monthly number of certificates issued during each of the following calendar quarters: 


Average Monthly Number 
Period of Certificates Issued 





.. October 1, 1974 - December 31, 1974 

2. January 1,1975 - March 31, 1975 

3. April 1, 1975 - June 30, 1975 

4. July 1, 1975 - September 30, 1975 

Does registrant act as a transfer agent solely for its own securities? Yes No __ 


Does registrant act as a transfer agent solely for securities of a person, as defined in item 5 of Form TA-1, 
that controls, or is controlled by, or is under common control with, the registrant? 


Yes__- ~No__ 
EXECUTION: The Registrant submitting this Form, its Schedules and its attachments and the person 
by whom it is executed represent hereby that all information contained herein is true, current and com- 
plete. it is understood that all required items, Schedules and attachments are considered integral parts of 
this Form and that the submission of any amendment represents that all unamended items, Schedules and 
attachments remain true, current and complete as previously submitted. 


Dated the day of 19 











(Name of Transfer Agent) 





(Manual signature of Principal Office or duly authorized Principal) 





(Title) 





ATTENTION — Intentional misstatements or omissions of 
facts constitute Federal Criminal Violations. 
(See 18 U.S.C. 1001 and 15 U.S.C. 78ff (a)) 
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SCHEDULE A OF FORM TA-1 








1. Full name of Registrant exactly as stated in Item 2(a) of Form TA-1. 





2. Item of Form (Identity) 


Answer 














HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19139/August 22, 1975 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 


(70-5724) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 

Company (‘‘Met-Ed”), an electric utility subsidiary com- 
pany of General Public Utilities Corporation, a registered 
holding company, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred 


to the application, which is summarized below, for a com- 


plete statement of the proposed transaction. 


Met-Ed proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, up 
to $45,000,000 principal amount of First Mortgage 
Bonds, due not later than October 1, 2005 (“Bonds”). 
The interest rate (which will be a multiple of 1/8 of 1%) 
and the price (which will be not less than 98% and not 
more than 101% of the principal amount of the Bonds, 
plus accrued interest from October 1, 1975, to the date 
of delivery) will be determined by competitive bidding. 
The bidding procedure will not establish a minimum or 
maximum interest rate within which bids may be sub- 
mitted. The Bonds will be issued under the Indenture, 
dated as of November 1, 1944 between Met-Ed and 
Guaranty Trust Company of New York (now Morgan 
Guaranty Trust Company of New York), Trustee, as 
heretofore supplemented and amended, and as to be fur- 
ther supplemented and amended by a Supplemental In- 







denture to be dated as of September 25, 1975. None of 
the Bonds may be redeemed at the option of Met-Ed 
prior to October 1, 1980, if the funds for such redemp- 
tion are obtained at an interest cost lower than the yield 
of the Bonds, except under certain circumstances. 


The entire proceeds (exclusive of any premium or dis- 
count and accrued interest) from the sale of the Bonds 
will be applied to the payment at or before maturity of 
all or a portion of Met-Ed’s $40,000,000 of short-term 
bank loans expected to be outstanding at the date of 

the sale of the Bonds and/or retirement before maturity 
of Met-Ed’s $11,000,000 principal amount of First Mort- 
gage Bonds due 1976-1978 and/or to reimburse Met-Ed’s 
treasury for funds previously expended therefrom for 
construction purposes. The estimated cost of Met-Ed’s 
1975 construction program is approximately $65,000,- 
000 (including allowance for funds used during construc- 
tion). At August 5, 1975, Met-Ed had short-term bank 
loans outstanding of $30,725,000. 


The fees and expenses to be incurred by Met-Ed in con- 
nection with the proposed transaction are estimated at 
$140,000, including legal fees of $37,500. Printing and 
engraving expenses are estimated at $55,000. Fees of 
counsel for the underwriters, to be paid by the success- 
ful bidder, will be supplied by amendment. It is stated 
that the Pennsylvania Public Utility Commission has 
jurisdiction over the proposed transaction and that no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than September 16, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon the applicant at the above-stated address, and proof 
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of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it 
may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19140/August 25, 1975 


See Securities Act of 1933 Release No. 5609/August 25, 
1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19141/August 25, 1975 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5708) 


ORDER AUTHORIZING HOLDING COMPANY TO ACT 
AS SURETY FOR SUBSIDIARY COMPANY 


American Electric Power Company, Inc. (““AEP’’), a regis- 
tered holding company, has filed a declaration with this 
Commission pursuant to Sections 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (““Act”’) and 
Rule 45 promulgated thereunder regarding the following 
proposed transactions. 


AEP proposes to act as surety for its electric utility subsi- 
diary company, Appalachian Power Company (‘‘Appala- 
chian”’), in connection with certain Appalachian rate pro- 
ceedings now pending before the Public Service Commis- 
sion of West Virginia (“state commission”). On March 31, 
1975 Appalachian filed with the state commission new in- 
creased rates for electric service in West Virginia. On the 
same date Appalachian also filed with the state commis- 
sion a rate surcharge applicable to all retail sales of elec- 
tric energy in West Virginia to permit the recovery of incur- 
red fuel expenses which, by prior order of the state com- 
mission, could not be billed through its fuel adjustment 
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clause. By orders dated April 4, 1975 and April 11, 1975, 
respectively, the state commission suspended the increased 
rates and the rate surcharge until August 28, 1975 pend- 
ing its investigation of such increased rates and rate sur- 
charge. The new increased rates and rate surcharge can 
both be made effective on and after August 28, 1975, 
subject to the posting in each instance by Appalachian 

of an appropriate bond to assure the making of appro- 
priate refunds to its customers in the event the state com- 
mission's final order in each proceeding should require 
refunds to be made. The state commission has indicated 

in each instance that it would permit AEP to become a 
surety for Appalachian in lieu of Appalachian’s posting 

of the said bond. 


The purpose of the proposed transactions is to enable 
Appalachian, as permitted by West Virginia law, to begin 
applying the new increased rates and the rate surcharge 
prior to completion of the state commission’s investiga- 
tion, hearing and decision with respect thereto. It is ex- 
pected that the amounts of the bond for the new increas- 
ed rates and for the rate surcharge will not exceed $30,- 
600,000 and $14,645,000, respectively, which in each 
instance is equal to the estimated additional annual re- 
venue that the new increased rates and rate surcharge 
will provide. In the event that the amount of the bond 
ordered by the state commission should exceed these 
amounts, American will not execute the statutory bond 
until this Commission has issued:a further order with re- 
spect thereto. It is desired to consummate the proposed 
transactions in order that Appalachian might save the 
cost of obtaining the statutory bond, which is estimated 
to cost approximately $35,000 annually in the case of 
the increased new rates and $18,000 annually in the case 
of the rate surcharge. 


The fees and expenses to be paid, including legal fees, are 
estimated as not to exceed $2,500. Aside from the state 
proceeding described herein, no state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19098), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the in- 
terest of investors and consumers that said declaration be 
permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration be, and 
it hereby is, permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








} 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19142/August 26, 1975 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


(70-5710) 


ORDER APPROVING PROPOSAL TO ORGANIZE A 
WHOLLY OWNED SUBSIDIARY CORPORATION TO 
ENGAGE IN THE EXPLORATION, DEVELOPMENT 
AND PRODUCTION OF NATURAL GAS 


Delmarva Power & Light Company (““Delmarva’’), a 
registered holding company has filed an application- 
declaration with this Commission pursuant to Sections 
6, 7, 9, 10, 12 and 13 of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) and Rules 43 and 45 promul- 
gated thereunder as applicable to the following proposed 
transaction. 


Delmarva proposes to organize and acquire, as a wholly 
owned subsidiary corporation, Delmarva Energy Com- 
pany (“Energy”), a Delaware corporation. Delmarva will 
acquire, for $10,000, all 1,000 authorized shares of En- 
ergy’s no-par common stock. Energy will engage in the 
business of exploration, development and production 

of natural gas and will engage in no activities which do 
not have as their primary goal the production of addition- 
al energy supplies for the use of Delmarva in serving its 
public utility customers. Energy’s sole source of funds 
will be Delmarva. The operations of Energy will be con- 
solidated with Delmarva for the purpose of tax and gen- 
eral accounting reports and for public utility rate matters. 
It is expected that the costs and benefits of Energy’s ac- 
tivities will be fully recognized in setting applicable rates 
to Delmarva’s customers. 


It is further proposed that Energy will acquire a 7.5% 
limited partnership interest in E.R.1., Ltd. (““Partner- 
ship”), a limited partnership to be formed under Texas 
and Louisiana law. The Partnership will acquire, explore, 
develop and operate oil, gas and other mineral properties. 
The Partnership will be comprised of one general partner, 
Enterprise Resources, Inc., and five limited partners, each 
of which is a subsidiary of a gas distribution public utility 
seeking additional supply. The Partnership will terminate 
eighteen months from the date of its commencement un- 
less extended by the partners. 


In the event that a prospect is found capable of producing 
oil or gas in paying quantities, the Partnership will transfer 
ownership of the prospect to the partners free and clear of 
the partnership. Energy’s ownership share in such a dis- 
tribution would be 6.75%. Upon such transfer, the owners 
are bound to enter into an operating agreement covering 
such prospect, naming Enterprise Resources, Inc., as the 
operator. The operator would prepare a budget for develop- 
ment of the prospect which would be paid proportionately 
by the owners unless they elect not to participate in the 
development costs. Upon such an election, rights to re- 
ceive benefits from the prospect would be proportionately 
reduced. Partners have the right to take their share of any 








oil or gas produced in kind. To the extent feasible Energy 
expects to take and deliver to Delmarva all natural gas to 
which it is entitled. 


Delmarva further proposes to provide Energy with funds 
over the next three years of not more than $1,000,000 to 
Participate in the Partnership and prospects discovered. 
Such funds may be provided as contributions to capital, 
loans, consideration for goods and services, advance pay- 
ment for energy supplies or in some other manner. Del- 
marva will provide $250,000 to Energy to enable it to 
meet its initial commitment to the Partnership. Any funds 
to be provided by Delmarva to Energy in excess of the 
aforementioned amount will be the subject of future ap- 
plications to this Commission. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19112), and no hearing 
has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended, be granted 
and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19143/August 27, 1975 


In the Matter of 


MISSISSIPPI POWER COMPANY 
Gulfport, Mississippi 


(70-5712) 


ORDER APPROVING PROPOSAL TO AMEND ARTI- 
CLES OF INCORPORATION AND SOLICIT PROXIES 
IN CONNECTION THEREWITH 


Mississippi Power Company (‘Mississippi’), an electric 
utility subsidiary of The Southern Company, a registered 
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holding company, has filed a declaration with this Com- 
mission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act’’), and 
Rule 62 promulgated thereunder as applicable to the 
proposed transactions. 


Mississippi's Articles of Incorporation presently empower 
the Board of Directors to establish various series of pre- 
ferred stock, and to fix and determine the relative rights 
and preferences, as to which there may be variations be- 
tween different series. Mississippi proposes to authorize, 
by amendment to the Articles of Incorporation, the 
Board of Directors to fix and determine the sinking fund 
provisions, if any, for the redemption or purchase of 
shares of any series. 


Mississippi further proposes that it be authorized by vote 
of the holders of its preferred stock to issue or assume, un- 
til July 1, 1982, securities representing unsecured debt 
having maturities of less than ten years in excess of 10% 
of capital, surplus and secured debt, provided that (a) the 
amount of securities representing unsecured debt having 
maturities of less than ten years outstanding on January 1, 
1983, shall not exceed said 10% limitation, and (b) Mis- 
sissippi’s total indebtedness represented by unsecured se- 
curities shall at no time exceed 20% of capital, surplus and 
secured debt. 


Inf urtherance of these proposals Mississippi proposes to 
solicit proxies from the holders of its outstanding stock 
in connection with the special meeting of shareholders 
to be called to take action upon the proposals. 


It is stated that no State commission or Federal commis- 
sion, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19111), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the ap- 
plicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the inter- 
est of investors and consumers that said declaration be per- 
mitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration be, 
and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19144/August 27, 1975 


In the Matter of 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 01581 


(76-5707) 


ORDER AUTHORIZING ISSUE AND SALE OF CUMU- 
LATIVE PREFERRED STOCK AT COMPETITIVE 
BIDDING 


New England Power Company (““NEPCO”’), an electric 
utility subsidiary company of New England Electric Sys- 
tem (“NEES”), a registered holding company, has filed 
an application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 7, 9(a), 10 
and 12 of the Public Utility Holding Company Act of 
1935 (““Act’’) and Rules 42 and 50 promulgated there- 
under regarding the following proposed transaction. 


NEPCO proposes to issue and sell, subject to the compe- 
titive bidding requirements of Rule 50 under the Act, 
1,000,000 shares of an initial series of its Preferred Stock- 
Cumulative (par value $25) (the “‘preferred stock”) to be 
designated Cumulative Preferred Stock, $25 par value, 

% Series. The preferred stock will bear such di- 
vidend rate and be issued at such price as will be deter- 
mined by competitive bidding. The terms and conditions 
relating to bids will provide that each bid shall specify 
the dividend rate to be borne by the preferred stock, In 
addition, each bid must specify the price to be paid 
NEPCO for the preferred stock which shall be not less 
than par nor more than 102.75% of par. If the dividend 
rate specified exceeds 12.32% per annum, further orders 
of state commissions having jurisdiction will be neces- 
sary. Prior to September 1, 1980, none of the shares of 
the preferred stock may be redeemed if such redemption 
is for the purpose of refunding such share, directly or in- 
directly, through the incurring of debt or the issuance of 
stock ranking equally with or prior to the preferred stock 
at an interest or dividend cost less than the total effec- 
tive dividend cost to NEPCO of the preferred stock. 


The preferred stock will include a mandatory sinking fund 
provision which will retire 5% of the initial issue annually, 
commencing on September 1, 1980, and an optional re- 
demption provision under which NEPCO may retire up to 
an additional 5% of the initial issue annually, also com- 
mencing on September 1, 1980. 


The proceeds from the sale of the preferred stock will be 
applied to the reduction of outstanding short-term promis- 
sory notes of NEPCO issued to pay for capitalizable ex- 
penditures or to reimburse the treasury thereof. 


The fees and expenses to be paid by NEPCO in connection 
with the proposed issue and sale of preferred stock are es- 
timated at $95,000 including service fees, at cost, of 

New England Power Service Company, a wholly-owned 
subsidiary company of NEES, of $40,000. The fees of 
counsel for the underwriters, to be paid by the successful 
bidders, are estimated at $15,000. The Massachusetts 








' 


a 






Department of Public Utilities, the New Hampshire 
Public Utilities Commission, and the Vermont Public 
Service Board have authorized, and the Connecticut 
Public Utilities Commission has issued a waiver of ap- 
proval for, the proposed issue and sale of the preferred 
stock. No other state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19103), and 

no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that said applica- 
tion-declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 and 50 
promulgated under the Act. 





For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 
w George A. Fitzsimmons 


Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19145/August 27, 1975 


Admin. Proc. File No. 3-1476 
In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 


ORDER SOLICITING SUPPLEMENTAL BRIEFS 


American Electric Power, Inc. (‘““AEP’’) seeks to acquire 
the common stock of Columbus and Southern Ohio Elec- 
tric Company (“CSOE”). To do so, it needs our approval 
under the Public Utility Holding Company Act of 1935. 
It sought such approval in February 1968. Before approval 
may be given, however, certain requirements must be sat- 
isfied. Among other things, AEP must prove that the ac- 
quisition will tend towards the economical and efficient 
development of an integrated public utility system. 1/ 

| Moreover, we may not approve the acquisition if it will 
result in an undue concentration of economic control. 





AEP has introduced evidence in this record which it claims 
supports findings of substantial economies. Unfortunately, 









the hearings in this proceeding (which commenced over 
7 years ago) were concluded in June 1971 and the record 
was closed in January 1972. 


In the period of time between June 1971 and the present, 
the electric utility industry has encountered significant 
problems, including the shortage and higher costs of fuel, 
increased capital and operating costs and construction de- 
lays due, among other things, to environmental considera- 
tions. These problems have been exacerbated by recession 
and inflation. We have for instance noted in recent filings 
with us that demand for electricity has not reached the 
levels anticipated in 1971. Much of the evidentiary matter 
in the record reflects historical circumstances and may not 
portray current conditions. 


The delay which has occurred in this proceeding is cer- 
tainly regrettable. Much of the delay has been attributable 
to a desire, both by us and by the parties, that the issues 
be thoroughly explored and is, to that extent, under- 
standable. Notwithstanding our desire to conclude this 
complex and important proceeding at the earliest possible 
time, it would be clearly inappropriate for us to decide 

the issues posed by this case on the basis of information 
that may now be obsolete. We must assess the situation 

as it now exists, even though this may require further 

time. This is not an ordinary instance of adjudication in 
which the responsibility of the fact-finder is to determine 
from the record what particular persons did or failed to 

do in the past; rather, the decision in this case turns in 
large measure on our assessment of the future consequences 
of the proposed action. We have been led to believe from 
the arguments of the parties that our decision in this matter 
may be a substantial factor in shaping the future structure 
of the electric utility industry in Ohio, and perhaps, in the 
nation. In the light of these considerations, it is imperative 
that we be advised as fully as practicable under the circum- 
stances of currently relevant data. 


We have taken note of relevant statistics in recent public 
reports, such as registration statements filed with us, forms 
filed with the Federal Power Commission and Uniform Sta- 
tistical Reports with the Edison Electric Institute. But we 
think it inappropriate to predicate our decision on such 
data without giving the parties an opportunity to review 
the material and to assess its relevance to this proceeding. 


Accordingly, we put the following questions: 


1. AEP has argued that the differential in the fuel compo- 
nent of energy costs experienced by CSOE and AEP was 
consistently favorable to AEP through 1973. It is said 
that this differential should save twenty million dollars in 
fuel costs over the 10 year period following the integration 
of the CSOE system with that of AEP. However, the Uni- 
form Statistical Reports for the year ended December 31, 
1974 for AEP and CSOE seem to indicate that the differ- 
ential favored CSOE in 1974. 


a. Did the differential in 1974 favor CSOE? What are the 
relevant figures? 


b. If the differential no longer favors AEP, what is the 


reason for that reversal? Coal costs should be considered 
herein. 
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c. If the differential no longer favors AEP, what is the 

significance of this shift? Can the Commission now give 
any weight to AEP’s claim that its acquisition of CSOE 
will result in lower fuel costs? 


d. If the differential, although still favoring AEP, has 
narrowed, to what extent does this reduce the predicted 
savings in fuel costs? 


a. To what extent, if any, do environmental considera- 
tions preclude AEP from burning coal which it owns 
(directly or indirectly) as fuel? What are those consider- 
ations? Do the same or comparable considerations 
affect CSOE? 


2. Based primarily on Mr. Vassell’s testimony, AEP has 
argued that its acquisition of CSOE will result in savings 
of many millions of dollars from reduced need for addi- 
tional generating capacity on CSOE’s part. These savings 
are claimed to spring from two sources. First, the AEP 
system in the past has had its annual peak in the winter; 
CSOE has had its peak in the summer. Thus it is said 
that combined generating and instantaneous dispatch 
will allow AEP’s excess summer generating capacity to 
supply CSOE’s summer peak, reducing system require- 
ments for installed generating capacity. Secondly, be- 
cause of AEP’s large generating units, a merger would 
allegedly reduce CSOE’s need for additional reserves. 


a. When was AEP’s annual peak in 1973 and 1974? What 
was the demand at that time? Has this been exceeded dur- 
ing 1975? When? 


b. When was CSOE’s annual peak in 1973 and 1974? What 
was the demand at that time? Has this been exceeded dur- 
ing 1975? When? 


c. To what extent do the demand levels in paragraphs a 
and b coincide with Mr. Vassell’s predictions in the record 
as to demand levels? 


d. What is the significance of these difference, if any, on 
Mr. Vassell’s projected savings? 


e. What is CSOE’s projected peak demand for each of 
the next five years? Assuming this peak demand, will 
CSOE’s additional capacity, installed since Mr. Vassell 
testified (including its share of any commonly owned 
generation), be sufficient for both its load and (1) a 15% 
reserve? and (2) a 20% reserve? Please explain in detail. 


f. In a prospectus dated July 23, 1975, relating to the 
sale of 2,000,000 shares of its common stock, CSOE on 
page 3 stated that its construction program described 
therein “reflects deferrals . . . in construction of gener- 
ating units . . . prompted primarily by impaired ability 
to finance and also by revised estimates of load growth.” 
[Emphasis added.] 


(1) What are CSOE’s revised estimates of load growth? 
(2) If lower than those predicted by Mr. Vassell in the 


record, does CSOE have less need for AEP’s generating 
reserves? Please explain in detail. 
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g. What is CSOE’s present generating capability? Of what 
does the capability consist? 


h. What is the capacity of the single largest generating unit 
individually or commonly owned by CSOE? What percent- 
age is this unit of the CCD Pool members’ non-coincident 
peak load in 1974? 


i. What is the present reserve capacity of CSOE based on 
its 1974 peak demand? What is the present reserve capa- 
city of the CCD Pool members based on joint non-coin- 
cident 1974 peak demand? 


j. What percentage of AEP’s and CSOE’s KWH sales repre- 
sented industrial sales in 1973, 1974 and 1975? What per- 
centage of CSOE’s peak load is attributable to industrial 
usage? 


k. What has been the outage rate for AEP’s generating 
units 800 MW or higher in capacity in 1974 and 1975? 
How do these new availability figures affect the claimed 
savings? 


3. AEP claimed that capital costs per kilowatt were lower 
for the 1300 MW generating units that it was constructing 
than for the smaller units that CSOE was constructing. 
Thus, according to AEP, affiliation with AEP would en- 
able CSOE to take advantage of economies of scale. 


a. What was the heat rate of AEP’s 1300 MW unit in its 
General James M. Gavin Plant in 1974 and the first half 
of 1975? What was the heat rate of the Conesville unit 
No. 4 and the J. M. Stuart units No. 1 and 2 in the same 
period? Explain the significance of any differences be- 
tween the large unit and the smaller ones. 


b. What is the current estimate of the cost per KW to com- 
plete the AEP 1300 MW unit at its new West Virginia plant 
and the two units at its new Indiana plant? What is the cur- 
rent estimate of the cost per KW to complete CSOE’s 
Conesville units No. 5 and 6 and its Poston units No. 5 
and 6? Explain the reasons for differences, if any, in cost 
between the larger units and the smaller ones. 


4. It has been argued that the continuance of the CCD Pool 
as projected in late 1967 even without merger of the three 
members would have enabled one or all of the members to 
compete with AEP for industrial and bulk power sales and 
that the pool would also have enabled each member to se- 
cure efficiencies obtainable only by systems much larger 
than those of the individual pool members. 


a. What was the load factor of each of the CCD companies 
in 1974 and the first half of 1975? 


b. What is the estimated load for each of the CCD com- 
panies in the next 5 years? 


c. Based on that estimated load for the next 5 years, 
what will be the generating reserves of the members of 
the CCD Pool in 1980, assuming that all generating units 
scheduled for operation in or before 1980 (owned sepa- 
rately or in common by the CCD companies) are in fact 
in operation in 1980? 
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d. Assume that Section 10(c)(2) of the Act requires 

a showing that economies claimed to be obtainable 
through amalgamation cannot be achieved in comparable 
measure by other means: 2/ 


(1) Can the claimed economies be achieved through pool- 
ing? 


(2) If not, why not? Be as specific as possible. Concrete 
references to the history and experience of the CCD Pool 
would be helpful. 


5. Are there any other significant factual considerations 
that have changed materially since the record closed? If 

so, what are they? What makes each such consideration 

significant? 


Wherever possible, briefs should cite publicly available ma- 
terials as authority for all answers given. The briefs may 
give as much explanation of the answers as desired and 

may cite additional explantory statistical matter. The Com- 
mission seeks enlightenment on the facts. It sees no need 
for further exercises in legal dialectic. Accordingly, legal 
argument should be kept ot a minimum or omitted alto- 
gether. 


In view of our desire not to overly extend these proceed- 
ings, we will not be inclined to grant extensions of time 
within which to file the requested briefs. 


Accordingly, 1T IS ORDERED that: 


1. AEP’s brief in response to the foregoing questions is 
due on or before October 28, 1975. 


2. CSOE’s brief in response to the foregoing questions is 
due on or before October 28, 1975. 


3. The briefs of Cincinnati Gas & Electric Company and 
Dayton Power and Light Company in response to ques- 
tions 4 and 5 are due on or before October 28, 1975. 


4. All persons who wish to do so may file reply briefs 
on or before December 29, 1975. 


By the Commission (Commissioners LOOMIS, EVANS and 
SOMMER); Chairman GARRETT and Commissioner 
POLLACK not participating. 


George A. Fitzsimmons 
Secretary 


1/ That term as it relates to an electric utility system is 
defined in Section 2(a)(29)(A) of the Act. 


2/ See in this respect, New England Electric System, Pub- 
lic Utility Holding Company Act Release No. 18801 (Feb- 
ruary 4, 1975), 6 SEC Docket 225. 








INVESTMENT COMPANY ACT 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8902/August 22, 1975 


NOTICE OF PROPOSAL TO ADOPT RULE 6c-2 
UNDER THE INVESTMENT COMPANY ACT OF 1940 
EXEMPTING CORPORATIONS ORGANIZED PURSU- 
ANT TO THE ALASKA NATIVE CLAIMS SETTLE- 
MENT ACT FROM SECTIONS 8(b), 11, 12, 13, 14, 
15(b), 15(d), 16, 18, 19, 20(b), 20(c), 20(d), 21(a), 22, 
23, 24, 26, 27, 28, 29, 30(b)(1), 30(c), 30(f), 32(a)(2), 
32(a)(3), 32(a)(4), 35(a), 35(b), 35(c) AND RULES 
ADOPTED BY THE COMMISSION UNDER SUCH 
SECTIONS, AND PROVIDING PARTIAL EXEMP- 
TIVE RELIEF FROM SECTIONS 17(a), 17(d), 20(a), 
30(a) AND 30(d) OF THE ACT AND THE RULES 
THEREUNDER, AND OF AMENDMENT OF EXiIST- 
ING RULE 6c-2(T) TO MAKE CLEAR THE RETRO- 
ACTIVE NATURE OF THE RELIEF CONFERRED 
BY SUCH TEMPORARY RULE 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission proposes to adopt an amended ver- 
sion of previously proposed Rule 6c-2 (the ‘’Rule”’) under 
the Investment Company Act of 1940 (“Act’’), which 
would provide corporations organized pursuant to the 
Alaska Native Claims Settlement Act of 1971 1/ (““ANC- 
SA Corporations” and “Settlement Act’’, respectively) 
substantial exemptive relief from the requirements and 
prohibitions of the Act, and to amend temporary Rule 
6c-2(T) under the Act, which will be superseded by Rule 
6c-2 if the latter is adopted. 


Proposed Rule 6c-2 and Rule 6c-2(T) are, respectively, 
proposed and amended pursuant to Sections 6(c), 38(a), 
and 39 of the Act. Section 6(c) of the Act provides that 
the Commission by rule, regulation, or order may condi- 
tionally or unconditionally exempt any person, security, 
or transaction or any class of persons, securities, or trans- 
actions from any provision or provisions of the Act if such 
exemption is necessary or appropriate in the public inter- 
est and consistent with the protection of investors and the 
purposes intended by the policy and provisions of the 
Act. Section 38(a) states, in part, that the Commission 
shall have the authority from time to time to make, issue 
and amend such rules and regulations as are necessary or 
appropriate to the exercise of powers conferred upon the 
Commission elsewhere in the Act. Section 39 states in 
part that, subject to the Federal Register Act, rules and 
regulations of the Commission under the Act shall be 
effective upon publication in the manner prescribed by 
the Commission. 


As originally proposed by the Commission on February 26, 
1974, Rule 6c-2 would have exempted the ANCSA Cor- 
porations from all provisions of the Act except Sections 
8(a), 9, 17, 36, and 37. The Rule is now being amended 

to provide, in effect, that ANCSA Corporations registering 
under its provisions (““ANCSA Registrants’’) will be sub- 
ject to all provisions of the Act except Sections 8(b), 11, 
12, 13, 14, 15(b), 15(d), 16, 18, 19, 20(b), 20(c), 20(d), 
21, 22, 23, 24, 26, 27, 28, 29, 30(b)(1), 30(c), 30(f), 
32(a)(2), 32(a)(4), 35(a), 35(b), and 35(c), and to provide 
partial exemptive relief from Sections 17(a) and 17(d), 

and Rule 17d-1(a), and Sections 20(a), 30(a), and 30(d) 
under the Act. This notice, as it relates to Rule 6c-2, is 
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being published so that interested persons will have an 
opportunity to comment upon the revised proposal 
before any final action is taken with respect to it. 


The amendments to temporary Rule 6c-2(T) herein 
adopted are designed to make it clear that the relief 
afforded by the temporary rule is retroactive to Decem- 
ber 18, 1971, the date of enactment of the Settlement 
Act (Rule 6c-2 is not proposed to be retroactive) and 
that registration pursuant to Section 8(a) of the Act is 
necessary to qualify for the exemptive relief afforded 
by the rule. Rule 6c-2(T) will remain in effect as now 
amended until such time as the Commission takes action 
on proposed Rule 6c-2 or rescinds Rule 6c-2(T). Regis- 
tration by an ANCSA Corporation which is an invest- 
ment company pursuant to Section 8(a) during the 
effectiveness of Rule 6c-2(T) will enable such corpora- 
tion to claim the relief afforded by proposed Rule 6c-2, 
if adopted, as well as that afforded by Rule 6c-2(T). 
(ANCSA Corporations are reminded, however, that if 
they have registered or now register pursuant to Section 
8(a) during the existence of Rule 6c-2(T), they will be- 
come subject to Rule 6c-2 if it is adopted and to the 
greater burden of compliance the latter rule would im- 
pose. ANCSA Corporations which have not registered 
pursuant to the temporary rule, should do so immediately 
if they are in need of its retroactive protection). 


The ANCSA Corporations have been organized to hold and 
administer the extensive land grants, mineral rights, cash, 
and mineral revenues intended by the Government of the 
United States to recompense Alaska’s native Indian Aleut 
and Eskimo population (“Alaska Natives”) for lands with- 
in the State of Alaska. In accordance with this statutory 
purpose, the NACSA Corporations are owned and managed 
exclusively by Alaska Natives, who have been given all the 
shares of stock in the ANCSA Corporations. The ANCSA 
Corporations consist of twelve “Regional Corporations,” 


representing the Alaska Natives residing in twelve geographi- 


cal districts designated by the Department of the Interior, 
and more than 200 “Village Corporations” within these 
districts, each representing Alaska Natives residing in a 
village. There will also be the so-called “Thirteenth Region- 
al Corporation” for Natives who are not residents of the 
State of Alaska. The organization of this corporation has 
been ordered by a recent court decision. 


Although the ANCSA Corporations are entitled to receive 
substantial real estate and subsurface mineral interests, 
many of such interests are not presently specifically iden- 
tifiable, as they are to be selected and acquired over a four- 
year period in accordance with the provisions of the Settle- 
ment Act. However, distribution of significant amounts of 
the monetary portion of the settlement was made almost 
immediately upon enactment of the Settlement Act and 
large additional distributions of cash will be made to the 
ANCSA Corporations in the next few years. 2/ As a re- 
sult, during this period, at least until they have fully exer- 
cised their land grant privileges and have begun to engage 
primarily in owning and developing land or operating a 
business, a number of the NACSA Corporations may be 
investment companies within the meaning of Sections 3(a) 
(1) and 3(a)(3) of the Act. 3/ To date, 32 ANCSA Corpor- 
ations have registered under the Act and are covered by 
temporary Rule 6c-2(T). NOTE: ANCSA Corporations 
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having fewer than 100 shareholders are not investment 
companies within the meaning of the Act and need not 
register with the Commission. 


The exemptions the temporary rule provides are made 
retroactive to the date of enactment of the Settlement 
Act so that questions will not be raised whether ANCSA 
Corporations registering during the period of effectiveness 
of the temporary rule had violated Section 7 of the Act 
by operating in interstate commerce or purchasing securi- 
ties in interstate commerce. 4/ 


Rule 6c-2 


As now proposed, Rule 6c-2 would remove all ANCSA 
Registrants from the burden of complying with certain 
specified requirements of the Act. Such Registrants would 
be obliged to comply with only those provisions which 
provide essential protection for the substantial pools of 
liquid capital they hold in trust for the Alaska Natives. 
Accordingly, if adopted, Rule 6c-2 would provide that 
ANCSA Registrants shall be exempt from Sections 8(b), 
11, 12, 13, 14, 15(b), 15(d), 16, 18, 19, 20(b), 20(c), 
20(d), 21, 22, 23, 24, 26, 27, 28, 29, 30(b)(1), 30(c), 
30(f), 32(a)(2), 32(a)(3), 32(a) (4), 35(a), 35(b), and 
35(c) of the Act, and shall be partially exempted from 
the provisions of Sections 17(a) and 17(d) of the Act, 
and Rule 17d-1(a) thereunder, and of Sections 20(a), 
30(a), and 30(d) of the Act, all as described in detail 
hereinafter. It is noteworthy that the format of the 
present proposed version of the Rule is the reverse of the 
original format in that the present format would, in effect, 
make ANCSA Registrants generally subject to the Act and 
exempt therefrom only as specifically provided in the 
Rule, whereas under the original structure ANCSA Regis- 
trants would have been generally exempted from the Act, 
and subject thereto only as specifically provided in the 
Rule. It should be recognized that this new structure 
would not result in the imposition of any significant addi- 
tional burdens upon ANCSA Registrants; most of the addi- 
tional provisions of the Act that would be embraced by 
the new structure are directed to the Commission rather 
than to registered investment companies and pertain to 
matters of enforcement or administrative procedure. 5/ 
The new format would also embrace the definitional sec- 
tions of the Act, 6/ which were not included in the ori- 
ginal version of the proposed Rule. 


The major substantive provisions which the present pro- 
posed version of the Rule would add to the list of provi- 
sions with which ANCSA Registrants would have been 
required to comply under the original proposai are the 
following: Sections 10(a), 15, 20(a), 30(a), 30(d), 31(a), 
31(b), and 33. As explained in more detail below, the 
impact of these additional provisions would be lessened 
substantially by the provisions the Rule would make to 
exempt ANCSA Registrants below a certain size from the 
proxy, periodic reporting, and financial recordkeeping 
requirements of the Act. In addition, the new proposed 
version of the Rule would afford ANCSA Registrants sub- 
stantial blanket exemptions from Section 17 of the Act, 
beyond those which are presently provided by existing 
rules under Section 17. 


It should also be understood that ANCSA Corporations 
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which are not investment companies need not register 
with the Commission at all and would not be affected 
by the Rule. 7/ Other ANCSA Corporations would be 
subject to the Rule and eligible for its exemptions only 
if they register pursuant to Section 8(a) of the Act. The 
proposed Rule has also been modified to clarify that the 
exemptive relief it would afford would take effect as of 
the date of registration by an ANCSA Corporation pur- 
suant to Section 8(a). 


The new version of the Rule makes it clear, by not ex- 
empting ANCSA Corporations from Section 7 of the Act, 
that registration under the Act is required in order to ob- 
tain the exemptive relief provided by the Rule. Section 7, 
together with Section 8(a), have the effect of requiring 
ANCSA Corporations that are investment companies 
(“ANCSA Investment Companies”) to register under the 
Rule if they wish to engage in certain essential activities, 
8/ and any such ANCSA Corporation wishing to qualify 
for the protections afforded by Rule 6c-2 would, there- 
fore, be required to register with the Commission on 
Form N-8A pursuant to Section 8(a). The wording of 

the Rule itself has been amended to make this clear. 


ANCSA Registrants would be subject under the present 
proposed version of the Rule to the requirements of Sec- 
tion 10 of the Act, which provides certain requirements 
as to the composition of boards of directors of registered 
investment companies for the purpose of establishing some 
degree of independence of management on such boards. 
ANCSA Registrants would be primarily affected by para- 
graphs (a), (b)(1), (b)(3), and (c) of Section 10. Section 
10(a) of the Act provides that no more than 60% of an 
investment company’s board of directors may be “inter- 
ested persons” of the company. Insofar as relevant to an 
ANCSA Registrant, the term “interested person” is de- 
fined by Section 2(a)(19) of the Act to include all “affili- 
ated persons” 9/ of the Registrant and its investment ad- 
viser; members of the immediate family of persons affili- 
ated with the investment adviser; and those holding bene- 
ficial or legal interests as fiduciaries in securities issued by 
the adviser or its controlling persons; any person affiliated 
with a broker-dealer registered under the Securities Ex- 
change Act of 1934; legal counsel for the Registrant or 

its investment adviser (and such legal counsel’s partners 
or employees); and anyone having a “material business 

or professional relationship” with the Registrant or its 
investment adviser or with the executive officers or con- 
trolling persons thereof. 


Section 10(b}(1) prohibits a registered investment com- 
pany from employing as regular broker any director, 
officer, or employee of such registered company, or any 
person with whom such persons are affiliated, unless a 
majority of the board of directors of such registered com- 
pany are not such brokers or affiliated persons. Section 
10(b)(3) prohibits a registered investment company from 
having an investment banker or an affiliated person there- 
of as director, officer, or employee unless a majority of 
its board of directors consists of persons who are not in- 
vestment bankers or affiliated persons of any investment 
banker. Section 10(c), in pertinent part, prohibits a regis- 
tered investment company from having a majority of its 
board of directors consisting of the officers, directors, 

or employees of any one bank. 








ANCSA Registrants would also be subject to the provisions 
of Section 15 of the Act, as it pertains to the investment 
advisory agreements into which such Registrants may en- 
ter. 10/ However, the provisions of Section 15 dealing 
with shareholder action with respect to the advisory agree- 
ment would not be applicable in the case of ANCSA Regis- 
trants. Thus, ANCSA Registrants would be subject to Sec- 
tion 15(a) of the Act, insofar as it requires an advisory con- 
tract to be in writing, to describe precisely all compensa- 
tion to be paid thereunder, to be renewed each year by 

the board of directors, to be terminable by the board at 
any time on 60 day’s notice, and to be terminable auto- 
matically upon assignment. In addition, Section 15(c) of 
the Act, in pertinent part, would require that the invest- 
ment advisory agreement initially be approved by and re- 
newed only upon the approval of a majority of the regis- 
trant’s directors who were not parties to the agreement 

or interested persons of any such party. Such directors 
would have to cast their votes on the advisory agreement 
in person at a meeting called for the purpose of voting on 
such approval. Additionally, it would be the duty of the 
directors of the registrant to request and evaluate, and 

the duty of the adviser to furnish, such information as may 
reasonably be necessary to evaluate the terms of the ad- 
visory contract. 


As originally proposed, the Rule would have required 
ANCSA Registrants to comply with the provisions of 
Section 17 of the Act and the rules thereunder as provi- 
sions of the Act deemed essential to protect the pools of 
liquid capital entrusted to the corporations for the benefit 
of the Alaska Natives. Section 17 and such rules, generally 
speaking, would protect the shareholders of ANCSA Regis- 
trants from self-dealing by management and other affiliates, 
particularly persons who would be affiliated with the 
ANCSA Corporations through “insider” relationships, 

such as investment advisers, officers, and directors, by 
prohibiting these affiliates from entering into transactions 
with their ANCSA Corporations without obtaining Com- 
mission approval. 11/ It would also require the ANCSA 
Corporations to make certain arrangements for the custody 
of their securities and similar investments and provide fi- 
delity bonding for certain of their officers and employees. 
12/ 


As a result of comments received on the original proposal 
to adopt Rule 6c-2, the Commission has revised the Rule 
to provide substantial blanket exemptions from Sections 
17(a) and 17(d) of the Act, and Rule 17d-1(a) thereunder, 
for affiliated transactions involving ANCSA Registrants, 
under circumstances and conditions which would make it 
unlikely that overreaching, unfairness, or disadvantage to 
an ANCSA Registrant would be involved. However, the 
Rule would not provide significant blanket relief for trans- 
actions involving ANCSA Registrants and their affiliated 
persons where such affiliated persons were natural persons 
13/ or non-ANCSA Registrants. Most transactions of 

this kind would remain subject to Commission review 
pursuant to Section 17(b) of the Act or Rules 17d-1(a) 
and 17d-1(b) thereunder. 


As now proposed, the Rule would provide an automatic 
exemption from Section 17(a) of the Act, and Section 
17(d) of the Act and Rule 17d-1 thereunder, for trans- 
actions involving ANCSA Registrants under the following 
conditions: 
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(1) participation in the transaction by any ANCSA Regis- 
trant could not exceed $50,000; 


(2) the board of directors of each NACSA Registrant 
would be required to make a determination that participa- 
tion by such ANCSA Registrant in the proposed transac- 
tion would be fair and reasonable and would not involve 
any overreaching of its shareholders; 


(3) (a), where all of the directors of an ANCSA Registrant 
were “disinterested” in the proposed transaction, the par- 
ticipation by the ANCSA Registrant would have to be ap- 
proved by a majority of such directors or (b), where one or 
more directors of any such ANCSA Registrant were not 
disinterested, the proposed transaction could still be con- 
summated without a Commission order provided (i) that 
the ANCSA Registrant were a Village Corporation, (ii) the 
proposed transaction received the approval of a majority of 
the disinterested directors of the ANCSA Registrant and a 
majority of the disinterested directors of the Regional Cor- 
poration for such ANCSA Registrant, and (iii) that such 
Regional Corporation was not itself a party to the trans- 
action; 


(4) the board of directors of each participating ANCSA 
registrant would be required to request from each affili- 
ated person of any ANCSA Registrant, or from an affili- 
ated person of such affiliated person, who is a part to the 
proposed transaction, the information reasonably necessary 
to make the required determination, and to evaluate such 
information prior to making the determination; 14/ 


(5) each such affiliated person would be required to receive 
a certified copy of the required determination made by each 
group of directors prior to consummation of the proposed 
transaction. 15/ 


The term “disinterested director” in the proposed Rule is 
defined as a director having no financial interest in the 
transaction other than his interest as a shareholder of the 
ANCSA Registrant involved. 


The foregoing exemption should provide a reasonable de- 
gree of freedom to ANCSA Registrants to enter into trans- 
actions between and among themselves where the dollar 
value of participation by each of them is relatively small. 
Illustrative of the type of affiliated transaction which 

would be exempt, and the conditions the Rule would place 
on the exemption, is the following hypothetical transaction: 


Village Corporations V, W, X, Y, and Z, each of which 
is an ANCSA Registrant located in the “A” Region, 
enter into a joint venture agreement with the Alaska 
Lumber Company (’ ALC”) to develop certain timber 
lands in their region, each ANCSA Registrant agreeing 
to commit $40,000 of its funds to the joint venture. 
The chief executive officer and principal stockholder 
of ALC is Jones, a member of the board of directors 
of Y Corporation and President of A Corporation, 

the Regional Corporation for the district in which V, 
W, X, Y, and Z are located. Y has five persons on its 
board, including in addition to Jones, Smith, a min- 
ority stockholder of ALC. The board of directors of 
each ANCSA Registrant makes the determination, based 
in part upon information furnished by ALC, that parti- 


736/SEC DOCKET 


cipation by such Registrant in the proposed joint enter- §}) 
prise would be fair and reasonable and would not in- 
volve any overreaching of its shareholders. This deter- 
mination was made, in the case of W, X and Z, by 
majority vote of the directors; in the case of Y, a 
favorable determination was made by two of the 

three disinterested directors, as well as by Jones 

and Smith, so that the proposal received the requi- 
site approval by Y. In the case of V Corporation, the 
board of directors of which includes Wilson, whose 
paving company has contracted with ALC to build 
access roads through the timber lands, the approval 
was obtained by a 2 to 1 majority of the three dis- 
interested directors. Because not all of the directors 

of Y and V are disinterested directors, the proposed 
joint enterprise would need the approval of the dis- 
interested directors of A, the Regional Corporation, 
which has five men, including Smith and Wilson on its 
board, each man representing one of the five villages 

in the region. This approval is obtained, notwithstand- 
ing the fact that one of the three disinterested directors 
votes against the proposal on the grounds that the joint 
venture would be undercapitalized unless A committed 
at least $50,000 of its funds to the enterprise. A, of 
course, would be precluded from participating in the 
transaction because Jones, Smith and Wilson each has 
a financial interest in the proposed transaction. 


Thus, in the hypothetical situation described above, the 
proposed joint enterprise could be undertaken without 


obtaining a Commission exemptive order pursuant to Sec- f ( 


tion 17(b) or Rule 17d-1. However, if each of the five di- \ 
rectors of A had a financial interest in the joint enter- 
prise, the transaction would not be exempt and could 
not be consummated without a Commission order. The 
transaction might be exempt under Rule 17a-6 and Rule 
17d-1(d)(5), as modified by the Rule and explained here- 
inafter, provided that A Corporation owned no securities 
of any of the Village ANCSA Registrants and any director 
owning any such securities was disqualified from voting 
on the transaction. 


Rule 6c-2 would provide additional freedom to ANCSA 
Registrants to deal with each other by expanding for 
transactions involving ANCSA Registrants the automatic 
exemptions now provided by Rules 17a-6 and 17d-1(d)(5). 
Rules 17a-6 and 17d-1(d)(5) presently provide automatic 
exemptions for transactions otherwise prohibited, respec- 
tively, by Sections 17(a) and 17(d) of the Act and Rule 
17d-1 thereunder, where the likelihood of overreaching 
or disadvantage to the investment company is reduced 
by the condition that no person in a position to influence 
the decisions of the registered investment company (“up- 
stream affiliate’) is a party to the transaction or has a 
financial interest in a party to the transaction (other than 
the registered investment company). 16/ Rule 6c-2 en- 
larges these exemptions in three ways. First, it would 
extend to transactions involving ANCSA Registrants the 
relief which paragraph (a) of Rule 17a-6 provides only 
for transactions involving licensed Small Business Invest- 





Thus, Rule 6c-2 would eliminate, for purposes of trans- 
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ment Companies (““SBICs’’) and venture capital companies. (i 


actions involving ANCSA Registrants, the distinction 
drawn by paragraph (b) of Rule 17a-6 between public 
and “non-public” companies, 17/ so that if the basic 
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ditions of Rule 17a-6 were met the automatic exemp- 
tion would be triggered regardless of whether or not pub- 
lic or “‘non-public’’ companies were involved in such 
transactions. Joint transactions under Section 17(d) 
would, of course, be automatically exempted where the 
conditions of that rule, as modified by Rule 6c-2, were 
met, and no modification would be necessary with re- 
spect to the non-public ocmpany issue since Rule 17d-1 
(d)(5) makes no distinction. 


Second, Rule 6c-2 would widen the exemptions afforded 
by both Rule 17a-6 and 17d-1(d)(5) for transactions in- 
volving ANCSA Registrants by, in effect, removing from 
the upstream affiliate group persons directly or indirectly 
under common control with the ANCSA Registrant. 18/ 
Thus the Rule would provide that, where two or more 
Village ANCSA Registrants are participating in a transac- 
tion and they would be deemed affiliated persons of 

each other only because they were in the same region, 
such Registrants would not be deemed affiliated persons 
provided that (A) their Regional Corporation did not 

own any securities issued by either of them, and (B) any 
director of the Regional Corporation who owned any 
securities issued by such Village ANCSA Registrants would 
be disqualified from voting on the proposed transaction. 
This modification would allow co-operative ventures be- 
tween and among Village ANCSA Registrants in the re- 
gion to occur without the necessity of a Section 17 ap- 
plication, notwithstanding an affiliation between the 
village entities based upon the controlling influence 

which the Regional Corporations may have over the 
Village Corporations pursuant to certain provisions of 

the Settlement Act. The conditions which the Rule would 
impose upon the availability of this relief are designed to 
reduce the likelihood of overreaching in such transactions 
by requiring that the Regional Corporation not own any 
securities issued by the Village Corporations and by stipu- 
lating that, if any director of the Regional Corporation 
owns any securities issued by the Village Corporations, 
such director would be ineligible to vote upon the pro- 
posed transaction. 


Third, Rule 6c-2 would eliminate for ANCSA Registrants 
the requirement that a registered investment company not 
commit more than 5 percent of its assets to a proposed 
joint enterprise exempted from Section 17(d) by Rule 
17d-1(d)(5). This modification is deemed appropriate 
because the possibility that public shareholders of com- 
panies controlled by ANCSA Registrants would be disad- 
vantaged in joint transactions would appear to be minimal. 


The effect of the foregoing exemption may be i!lustrated 
by the following hypothetical transaction: 


The X, Y and Z Village Corporations are ANCSA 
Registrants situated in the A Region, for which 

the A Corporation, also a registered company in- 
vestment, is the Regional Corporation. X, Y and 

Z enter into an agreement with the Alaska Con 
struction Company (’ ACC’’) to build a dam across 
a certain river within the region, and it is estimated 
that the project will cost approximately $3 million. 
X, Y and Z each agree to commit $500,000 to the 
enterprise, and A agrees to provide the remaining 
$1.5 million. Wilson, a director of A, is a resident 





of X and as such is a stockholder of X Corporation; 
Jones, a director of A, is a resident of Y and as such 
is a stockholder of Y Corporation; Smith, a director 
of A, is a resident of Z and as such is a stockholder 

of Z Corporation. It is clear that this transaction 
would not qualify for the minimum dollar amount 
exemption described above. However, it is also ap- 
parent that, in the absence of additional circum- 
stances, the transaction would qualify, regardless 

of whether public or non-public companies are in- 
volved, for the expanded relief provided by Rules 
17a-6 and 17d-1(d)(5). The participation by X, Y 
and Z in the enterprise would not destroy the exemp- 
tion afforded by these rules even though they may be 
deemed persons under common control by A be- 
cause Rule 6c-2 eliminates this class of persons from 
the category of upstream affiliates for purposes of 
transactions involving ANCSA Registrants. Each 

of the companies involved can commit more than 

5% of its assets to the transaction without destroy- 
ing the exemption. Wilson, Jones and Smith did not 
Participate in the vote by directors of A on the 
transaction; the remaining seven directors, each 
representing a village in the A Region, and none 

of whom had a financial interest in the enterprise, 
approved the transaction. Thus, the joint enterprise 
could be effected without a Commission order pur- 
suant to Section 17(b) or Rule 17d-1. If, however, 
the circumstances were to change so that a person 

in the prohibited category became a party to the 
transaction, or acquired a financial interest in the 
transaction, or the Regional Corporation owned 
securities issued by any of the Village Corporations 
Participating in the transaction, the automatic exemp- 
tion would not be available. For example, assuming 
the basic set of facts set forth above, suppose that 
Brown, the treasurer of X, decides three months 
after the joint enterprise has commenced to buy 
shares of the common stock of ACC. In so doing, 
Brown, would be acquiring a financial interest in 

a party to the joint enterprise, and because he is 

not a non-executive employee the transaction would 
not qualify for the exemptions afforded by Rules 
17a-6 and 17d-1(d)(5) by reason of sub-paragraphs 
(a)(1) and (d)(5)(i)(a), respectively, of those rules. 19/ 


The foregoing illustration shows the effect upon ANCSA 
Registrants of Rules 17a-6 and 17d-1(d)(5) as modified 
by the proposed Rule. The modifications are designed to 
give ANCSA Registrants the freedom to deal with each 
other in the manner contemplated by the Settlement Act 
under conditions which make it unlikely that overreach- 
ing of or disadvantage to the ANCSA Registrant would be 
involved. 


Section 20(a) of the Act and the rules thereunder are in- 
cluded among the provisions of the Act from which 
ANCSA Registrants of a certain size would not be ex- 
empted in order to insure that the larger ANCSA Regis- 
trants make full disclosure of relevant facts to their 
shareholders if and when they solicit proxies in connec- 
tion with the election of directors and other matters re- 
quiring shareholder approval. 20/ The Rule would exempt 
ANCSA Registrants having fewer than 500 shareholders 
and less than a million dollars in total assets from these 
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requirements on the grounds that ANCSA Registrants 
ought not to be subjected to a greater burden of com- 
pliance with respect to proxy solicitation than non- 
investment companies. 


Section 21(b) of the Act prohibits a registered investment 
company from making loans to persons who control the 
registered company or who are under common control 
with such company. The applicability of this section 
[ANCSA Registrants would be exempted from Section 
21(a)] would prohibit, for example, loans between 
Village ANCSA Registrants in the same region, and loans 
from a Village ANCSA Registrant to its Regional Corpor- 
ation. These prohibitions would apply, notwithstanding 
the relief afforded by the Rule for affiliated transactions 
under Section 17. 


ANCSA Registrants having 500 or more shareholders and 
more than a million dollars in total assets would be re- 
quired to file an annual report with the Commission, pur- 
suant to Section 30(a) of the Act and Rule 30a-1 there- 
under. Smaller ANCSA Registrants would be exempt from 
these provisions but would instead be required to file copies 
of the audit reports required by the Settlement Act, as pre- 
sently provided by Rule 6c-2(T). 21/ The basis for apply- 
ing Section 30(a) to ANCSA Registrants having 500 or 
more shareholders and more than a million dollars in total 
assets is again the criteria established by the Exchange Act, 
which limits its periodic reporting requirements to issuers 
of this size. 22/ Smaller ANCSA Registrants would be 
exempt from Section 30(a) and Rule 30a-1 thereunder 

but would instead be required to file with the Commission 
copies of the Settlement Act reports. 23/ 


To simplify the annual reporting process for the larger ANC- 
SA Registrants, the Rule would instruct such Registrants to 
answer the items on Form N-5R, the annual report form used 
by SBICs registered under the Act, rather than Form N-1R, 
the form generally prescribed for the annual reports of re- 
gistered management companies. Form N-5R would be 

more suitable for ANCSA Registrants than Form N-1R be- 
cause virtually all the items on Form N-5R would be appli- 
cable to ANCSA Registrants and would call for nearly all 

the information the Commission would want with respect 

to them, whereas at least thirty-two 24/ of the seventy-one 
items, nearly half, of Form N-1R would not apply to ANC- 
SA Registrants. The Rule would instruct ANCSA Registrants 
to disregard the Instructions as to Financial Statements pro- 
vided on Form N-5R and to follow in lieu thereof the in- 
structions the Rule itself provides with respect to financial 
statements. Those instructions are based on the requirements 
of Form N-1R and would require an ANCSA Registrant to 
file as part of its annual report the following financial state- 
ments, all in accordance with the requirements of Regula- 
tion S-X: (1) a certified balance sheet as of the close of the 
fiscal year; (2) certified statements of income and expense 
realized and unrealized gain or loss on investments, and 
changes in net assets, each as required by Rules 6-04, 6-05, 
and 6-08 of Regulation S-X, respectively; (3) a certified con- 
solidated balance sheet of the ANCSA Registrant and its 
subsidiaries as of the close of the fiscal year of the registrant, 
in accordance with Rule 6-02 of Regulation S-X; (4) certified 
consolidated statements of income and expense, realized and 
unrealized gain or loss on investments, and changes in net 
assets for the ANCSA Registrant and its subsidiaries, con- 
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solidated for the tiscal year, each as specified in Rules 
6-04, 6-05, 6-06, and 6-08 of Regulation S-X, respec- 
tively; and (5) the financial statements for each subsidiary 
not consolidated which would be required if the subsidi- 
ary were itself an ANCSA Registrant. 25/ 


All ANCSA Registrants regardless of size would be exempt 
from the requirement of filing quarterly reports with the 
Commission provided by Section 30(b)(1) of the Act. This 
exemption results from the fact that the express purpose of 
the quarterly reporting requirement is to keep current the 
information and documents contained in the registration 
statement of the registered investment company; since 
ANCSA Registrants would be exempted under the Rule 
from the registration statement requirement of Section 
8(b), they would thereby be exempt from the quarterly 
reporting requirements of Section 30(b)(1). 


The proposed Rule would exempt ANCSA Registrants 
from the requirements of Section 30(d) of the Act, and 
Rule 30d-1 thereunder, to the extent that such section, 
together with such rule, require reports to be transmitted 
to shareholders more than once annually. The basis for 
this exemption is again the principle that ANCSA Regis- 
trants should not be burdened with a greater reporting re- 
quirement than that which is imposed upon non-invest- 
ment companies by the Exchange Act. The Exchange Act 
does not require reports to shareholders more than once 
annually, in conjunction with the proxy solicitation re- 
quirements of Section 14 of the Exchange Act. Annual 
reports to Alaska Native shareholders should be sufficient 
to provide them with the information they need to vote 
intelligently on matters of corporate policy and manage- 
ment. 


Rule 30d-1 requires such reports to contain a balance sheet 
accompanied by a statement of the aggregate value of in- 
vestments on the date of such balance sheet, a list showing 
the amounts and values of securities owned on the date of 
such balance sheet, a statement of income for the period 
covered by the report, a statement of surplus, a statement 
of the aggregate remuneration paid by the company during 
the reporting period to management and a statement of 
the aggregate dollar amount of purchases and sales of in- 
vestment securities. 


As now proposed, the Rule would subject ANCSA Regis- 
trants having more than one million dollars in total assets 
and 500 or more shareholders to the recordkeeping re- 
quirements of Section 31(a) and 31(b) of the Act. Smaller 
ANCSA Registrants would be required to maintain and 
preserve the records underlying the audit reports required 
by Sections 7(o0) and 8(c) of the Settlement Act. The Act's 
recordkeeping requirements would supplement the Rule’s 
reporting requirements and would provide a more effective 
means of preventing misuse of the liquid assets held by the 
larger companies than the recordkeeping provisions of the 
Settlement Act. The Act's recordkeeping requirements are 
fairly extensive but they should serve a useful purpose, not 
only in assisting the Commission's regulatory function but 
in educating the managers of NACSA Registrants in finan- 
cial recordkeeping practices. 


Section 31(a), in pertinent part, requires every registered 
investment company and its investment adviser to maintain 
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stituting the financial record of the investment company. 
Section 31(b) requires that all records maintained pursu- 
ant to Section 31(a) be subject to examination by the 
staff of the Commission. Rule 31a-1 under the act de- 
scribes those records which must be maintained by regis- 
tered investment companies, certain majority-owned sub- 
sidiaries thereof, and other persons having transactions 
with investment companies. 


Paragraph (a) under the rule requires that the accounts, 
books, and other documents relating to the investment 
company’s business, which constitute the record forming 
the basis for financial statements and auditor certificates 
required to be filed with the Commission, be maintained 
and kept current. Paragraph (b) of the rule itemizes the 
records that must be maintained and specifies the informa- 
tion that they should reflect. Paragraphs (c), (d), (e), and 
(f) describe the accounts, books, records, and documents 
that are required to be maintained by certain other related 
persons. 


Rule 31a-2 describes those records which are required to 
be preserved by registered investment companies, certain 
majority-owned subsidiaries thereof, and other persons 
having transactions with registered investment companies. 
The rule specifies the periods for which various records 
should be preserved, and the form (i.e., microfilm, etc.) 

in which they may be stored. 


Rule 31a-3 states that if records required to be maintained 
and preserved pursuant to Rules 31a-1 and 31a-2 are main- 
tained or preserved by persons other than the persons re- 
quired to maintain or preserve such records, a written 
agreement is necessary. Where a bank or member of a 
national securities exchange acts as custodian, transfer 
agent, or dividend disbursing agent, such bank or exchange 
member must agree in writing to make any records relating 
to such service available upon request and to preserve re- 
cords required by Rule 31a-1 so as to conform with Rule 
31a-2. Parties other than banks or exchange members per- 
forming custodian, transfer agent, or dividend disbursing 
services must agree in writing that the related records are 
the property of the person required to maintain and pre- 
serve such records and will be surrendered promptly upon 
request. 


Section 32(a)(1) of the Act prohibits a registered investment 
company from filing with the Commission any certified fi- 
nancial statement without the independent accountant hav- 
ing been selected by majority vote of the company’s inde- 
pendent directors. However, the Rule exempts ANCSA Re- 
gistrants from the further requirements of Section 32(a) 
that the selection be ratified by the shareholders, that the 
accountant’s tenure be terminable at the will of a majority 
of the shareholders, and that the accountant's certificate 

be addressed to both the directors and the security holders. 
The Commission believes that these additional requirements 
would not be meaningful in the case of ANCSA Registrants. 


Section 33 of the Act requires registered investment com- 
panies and affiliated persons who are defendants in civil 
actions brought by the investment company or by a se- 
curity holder in a derivative capacity against an officer, 
director, investment adviser, trustee, or depositor of the 





company to file with the Commission copies of all papers 
filed in such proceedings. The application of Section 33 of 
the Act will alert the Commission to the initiation, develop- 
ment and results of litigation involving the ANCSA Regis- 
trants and their insiders, which might in turn have implica- 
tions under the securities laws. 


The foregoing paragraphs provide an outline of the major 
substantive provisions of the Act which would be made 
applicable to ANCSA Registrants as a result of amendments 
to the proposed rule. Interested persons are referred to the 
notice 26/ originally proposing Rule 6c-2 for further tex- 
tual explanation of the purposes of the Rule and of sub- 
jecting ANCSA Registrants to Sections 9, 17, 36, and 37. 
Interested persons are reminded of the fact that the present 
proposed version of the Rule would embrace a number of 
other sections of the Act, some of which could have a sub- 
stantive impact upon ANCSA Registrants, 27/ but most of 
which are either enabling sections, 28/ empowering the 
Commission to take certain measures to enforce the Act, 
or general procedural 29/ sections which are appropriate 
to the overall administration of the Act. The applicability 
of these sections to ANCSA Registrants and to matters 
pertaining to ANCSA Registrants should not place addi- 
tional burdens of a significant nature upon the Alaska 
Native shareholders or affiliated persons of ANCSA Regis- 
trants. 


As modified, proposed Rule 6c-2 under the Investment 
Company Act of 1940 would read as follows: 


The proposed rules would read as follows: 
“Rule 6c-2 


“Exemption for Corporations Organized Pursuant to the 
Alaska Native Claims Settlement Act of 1971. 


“Any corporation organized pursuant to the Alaska Native 
Claims Settlement Act of 1971 (“ANCSA Corporation” 

and “Settlement Act,” respectively) shall be exempt from 
the following provisions of the Act: Sections 8(b), 11, 12, 
13, 14, 15(b), 15(d), 16, 18, 19, 20(b), 20(c), 20(d), 21(a), 
22, 23, 24, 26, 27, 28, 29, 30(b)(1), 30(c), 30(f), 32(a)(2), 
32(a)(3), 32(a)(4), 35(a), 35(b), and 35(c), and any rules 
adopted by the Commission under such sections. Such ex- 
emptive relief shall be available to any ANCSA Corporation 
which registers with the Commission in the manner prescrib- 
ed by Section 8{a) (““ANCSA Registrant”) and shall take 
effect as of the date of such registration. In addition to the 
foregoing, the following special exemptions and instructions 
shall be applicable to ANCSA Registrants: 


(a) ANCSA Registrants shall be exempt from the require- 
ments of Section 15(a) of the Act to the extent that it pro- 
vides for approval of advisory agreements by majority vote 
of shareholders. 


(b) A transaction shall be exempt from the prohibitions 
of Sections 17(a) and 17(d), and Rule 17d-1 under Section 
17(d), provided that: 

(1) the amount of assets to be committed by each ANCSA 
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Registrant which is a party to the transaction is less than 
$50,900 in value; and 


(2) the board of directors of each ANCSA Registrant 
participating therein has determined that such participation 
will be fair and reasonable and does not involve any over- 
reaching of its shareholders and such determination meets 
the following conditions: 


(i) where all members of the board of an ANCSA Regis- 
trant are disinterested directors, as defined in subparagraph 
(c)(1) of this rule, the determination shall be made by ma- 
jority vote of such directors. 


(ii) where one or more members of the board of directors 
of such ANCSA Registrant is not a disinterested director, 
such determination shall be made by a vote of the majority 
of the disinterested directors of such ANCSA Registrant 
and approved by a vote of a majority of the disinterested 
directors of the regional corporation for such ANCSA Re- 
gistrant, and such regional corporation shall not be a party 
to the transaction; 


(iii) where one or more members of a regional corporation 
is not a disinterested director, such corporation shall not be 
a party to a transaction exempted by this section (b), not- 
withstanding the fact that every director of each village 
corporation participating in the transaction is a disinter- 
ested director; and further provided 


(iv)(A) The directors of an ANCSA Registrant voting with 
respect to a proposed transaction pursuant to the terms 

of this section (b) shall request from each affiliated person 
of any ANCSA Registrant, or from an affiliated person of 
such affiliated person, who is a party to such transaction 
such information as may reasonably be necessary to make 
the determination by each group of directors required by 
the terms of this section (b), and to evaluate such informa- 
tion prior to making such determination; 


(B) each such affiliated person, and each such affiliated 
person of such affiliated person, shall have received a cer- 
tified copy of the determination made by each group of 
directors required by this section (b) prior to consumma- 
tion of the proposed transaction. 


(c) For the purpose of determining the availability of 
the exemption provided by section (b) of this rule: 


(1) The term “disinterested director” shall mean a director 
who has no direct or indirect financial interest in the pro- 
posed transaction for which the exemption is sought other 
than by reason of his interest as a shareholder in an ANCSA 
Registrant. 


(2) The term “village corporation” and “regional corpora- 
tion” shall be as defined in the Settlement Act. 


(d) For purposes of Rules 17a-6 and 17d-1(d)(5) under 
Section 17 of the Act, the following special provisions 
shall apply with respect to transactions involving ANCSA 
Registrants: 


(1) The exemption provided by section (a) of Rule 17a-6 
shall be available as if the ANCSA Registrant which is a 
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party to such transaction were a company principally 
engaged in the business of underwriting, furnishing capital 
to industry, financing promotional enterprises, purchasing 
securities of issuers for which no ready market is in exist- 
ence, and reorganizing companies or similar activities; 


(2) The exemption provided by Rule 17a-6 and 17d-1(d) 
(5) shall be available without regard to whether or not 

an ANCSA Registrant, or a company it controls, commits 
in excess of 5% of its assets to a proposed joint enterprise 
within the meaning of such rule; 


(3) For purposes of both Rule 17a-6 and Rule 17d-1(d)(5), 
where two or more ANCSA Registrants which are village 
corporations are parties to a proposed transaction, and 
would be deemed affiliated persons of each other only 
because they are deemed controlled persons of the re- 
gional corporation for the region in which they are located, 
such ANCSA Registrants shall not be deemed affiliated 
persons of each other provided (A) that such regional 
corporation does not own any securities issued by such 
ANCSA Registrants and (B) that any member of the board 
of directors of such regional corporation who owns any 
securities of such ANCSA Registrants is disqualified from 
voting upon the proposed transaction. 


(e) An ANCSA Registrant which does not have total 
assets exceeding one million dollars and 500 or more 
shareholders shall be exempt from the requirements of 
Section 20(a) of the Act. 


“* 


\ 
(f) An ANCSA Registrant which does not have total assets \ 
exceeding one million dollars and 500 or more shareholders 
shall be exempt from the requirements of Section 30(a) of 
the Act; however, such Registrants shall file with the Com- 
mission certified copies of the audit reports required to be 
filed by Sections 7(o) and 8(c) of the Settlement Act. 


(g) An ANCSA Registrant having total assets exceeding 
one million dollars and 500 or more shareholders shall be 
subject to Section 30(a) of the Act and Rule 30a-1(a) 
thereunder; for purposes of complying with these require- 
ments an ANCSA Registrant shall file its annual report 
with the Commission on Form N-5R, the form prescribed 
for smail business investment companies, provided how- 
ever, that instructions provided on Form N-5R under the 
heading “Instructions As To Financial Statements” shall 
not apply to an ANCSA Registrant, and the following 
instructions shall be applicable in lieu thereof: 


An ANCSA Registrant subject to Section 30(a) of the Act 
shall file the following financial statements with its annual 
report on Form N-5R, all in accordance with the require- 
ments of Regulation S-X: (1) a certified balance sheet or 
statement of assets and liabilities as of the close of the 
fiscal year; (2) certified statements of income and expense, 
realized and unrealized gain or loss on investments, and 
changes in net assets, each as required by Rules 6-04, 6-05, 
6-06, and 6-08 of Regulation S-X, respectively; (3) a certi- 
fied consolidated balance sheet of the ANCSA Registrant 
and its subsidiaries as of the close of the fiscal year of the 
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registrant, in accordance with Rule 6-02 of Regulation 
S-X; (4) certified consolidated statements of income and 
expense, realized and unrealized gain or loss investments, 
and changes in net assets for the registrant and its subsidi- 
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ries, consolidated for the fiscal year, each as specified in 
ules 6-04, 6-05, 6-06, and 6-08 of Regulation S-X, re- 
spectively; and (5) the financial statements for each sub- 
sidiary not consolidated which would be required if the 
subsidiary were itself a registrant. 





(h) All ANCSA Registrants shall be exempt from the 
requirements of Section 30(d) and Rule 30d-1 thereunder 
to the extent that such section, together with such rule, 
require reports to be transmitted to shareholders of an 
ANCSA Registrant more than once annually. 


NOTE: 1/ Additional relief from the Act covering 
the period from December 18, 1971 until the adop- 
tion of the present rule is available pursuant to tem- 
porary Rule 6c-2(T) to any ANCSA Corporation 
which was registered in the manner prescribed by 
Section 8(a) and remained so registered during the 
effectiveness of such temporary rule. 


Rule 6c-2(T) 


Rule 6c-2(T) was adopted by the Commission on February 
26, 1974, in the same release as originally proposed Rule 
6c-2, 30/ and has provided ANCSA Corporations regis- 
tering with the Commission pursuant to Section 8(a) of 
the Act substantial interim relief from the provisions of 

the Act. The Commission declared Rule 6c-2(T) effective 
as of December 18, 1971, the date of enactment of the 


Psertiement Act, so that ANCSA Corporations registering 


pursuant to Section 8(a) would not be subject to legal 
challenge for operating as unregistered investment com- 
panies prior to the adoption of the rule. However, the 
Commission has decided that this purpose may not 

have effectively been explained, since the rule’s retro- 
active effect was not spelled out in the body of the rule 
but merely implied by its effective date. To correct this 
deficiency and to make it clear that registration pursuant 
to Section 8(a) of the Act is necessary to qualify for the 
exemptive relief afforded by the rule, the Commission 
hereby amends Rule 6c-2(T) to provide that all ANCSA 
Corporations which register pursuant to Section 8(a) will 
thereby obtain the exemptive relief afforded by the rule 
as of December 18, 1971, the date of enactment of the 
Settlement Act. The proposed permanent rule, Rule 6c-2, 
will supersede Rule 6c-2(T), if adopted, but will afford 
no retroactive relief; ANCSA Corporations registering 
after the effective date of Rule 6c-2 would be protected, 
prospectively only, from the date of such registration. 
Hence, to obtain the relief provided in Rule 6c-2(T) 

from the date of enactment of the Settlement Act, any 
ANCSA Corporations which have not yet registered pur- 
suant to Section 8(a) but wish to obtain the retroactive 
relief afforded by Rule 6c-2(T) should register immedi- 
ately so as to insure their registration prior to the date 
Rule 6c-2 takes effect. Such registration will subject the 
registrant to the more extensive requirements of proposed 
Rule 6c-2 if that rule is adopted. 


mAs amended, the text of temporary Rule 6c-2(T) is as 
’ follows: 


“Rule 6c-2(T) TEMPORARY EXEMPTION FOR COR- 


PORATIONS ORGANIZED PURSUANT TO 
THE ALASKA NATIVE CLAIMS SETTLE- 
MENT ACT OF 1971. 


Any corporation organized pursuant to the Alaska Native 
Claims Settlement Act of 1971 which registers with the 
Commission in the manner prescribed by Section 8(a) of 
the Act shall, as of December 18, 1971, be temporarily ex- 
empt from all provisions of the Act except Sections 9, 17, 
36, and 37 subject to the following conditions: 


Any company claiming exemptions pursuant to this rule 
shall file annually with the Commission copies of the re- 
ports required by Sections 7(o0) and 8(c) of the Settlement 
Act and shall maintain and keep current the accounts, 
books and other documents relating to its business which 
constitute the record forming the basis for such informa- 
tion and of the auditor's certifications thereto. All such 
accounts, books and other documents shall be subject at 
any time and from time to time to such reasonable per- 
iodic, special and other examinations by the Commission, 
or any member or representative thereof, as the Commission 
may prescribe. Such company shall furnish to the Commis- 
sion, within such time as the Commission may prescribe, 
copies of or extracts from such records which may be pre- 
pared without undue effort, expense, or delay as the Com- 
mission may by order require.” 


The Commission jiids that the amendment of Rule 6c-2 
(T) is appropriate in the public interest and is consistent 
with the protection of investors and the purposes intend- 
ed by the policy and provisions of the Act. The Commis- 
sion further finds in accordance with the provisions of 
the Administrative Procedure Act 31/ that notice of Rule 
6-2(T), as amended, is unnecessary because the terms of 
substance of the rule have already been given in the no- 
tice 32/ announcing its original adoption. 33/ In addi- 
tion, since Rule 6c-2(T) is a substantive rule which grants 
an exemption and the present amendment of the rule is 
merely a clarification of its meaning and not a substantive 
change in its provisions, the rule may be made effective 
immediately. 34/ Accordingly, amended Rule 6c-2(T) 
shall become effective on August 22, 1975. 


All interested persons are invited to submit their views 
and comments on the proposed adoption of Rule 6c-2. 
Written statements of views and comments in respect 
to the proposed Rule should be submitted to George A. 
Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, 500 North Capitol Street, N. W., Washington, 
D. C. 20549, on or before October 1, 1975 and should 
refer to File No. S7-514. All such communications will 
be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ P. L. 92-203, 92nd Cong., 85 stat. 688. 
2/ To date, approximately 260 million dollars in cash 


have been distributed to the ANCSA Corporations as 
a group. 
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3/ Section 3(a)(1) defines ‘investment company’ as an 
issuer which is or holds itself out as being engaged pri- 
marily, or proposes to engage primarily, in the business 
of investing, reinvesting, or trading in securities. Section 
3(a)(3) defines “investment company” as any issuer 
which is engaged or proposes to engage in the business 
of investing, reinvesting, owning, holding, or trading in 
securities, and owns or proposes to acquire investment 
securities having a value exceeding 40 percent of the 
value of such issuer’s total assets (excluding Government 
securities and cash items) on an unconsolidated basis. 


4/ Such activities might have been precluded by Section 
7(a)(4) of the Act, which provides that an unregistered 
investment company may not engage in any business in 
interstate commerce. 


5/ See, e.g., Sections 38-46, and 50-53 of the Act. 


6/ See, e.g., Sections 2(a), 3(a), 4, 5(a) and 5(b) of the 
Act. Section 2(a) contains the general definitions under 
the Act. The inclusion of this section is appropriate to 
enhance compliance with the other sections included in 
the Rule, wherein defined terms may be used. For ex- 
ample, in Section 17 of the Act, the term “affiliated 
person” is used extensively. Section 3(a), containing 
the Act's definition of investment company, is describ- 
ed, in pertinent part, in note 3, supra. Section 4 sets 
forth the Act's classifications of investment companies, 
and Sections 5(a) and 5(b) the subclasses. 


7/ Section 7 of the Act in effect prohibits an investment 
company not registered under Section 8 of the Act from 
selling or acquiring securities in interstate commerce or 
controlling any investment company engaged in such 
activities, and from engaging in any business in interstate 
commerce or controlling any company engaged in inter- 
state commerce. 


8/ Section 10(b)(2) would likely not apply to ANCSA 
Registrants because they do not have principal under- 
writers at present, and in all probability will not be 
issuing underwritten securities in the foreseeable future. 
Section 10(d) applies only to open-end companies. 
Section 10(f), prohibiting purchases by a registered 
investment during the existence of an underwriting 
syndicate, could apply to transactions involving ANCSA 
Registrants. Section 10(g) would apply to any ANCSA 
Registrant having an advisory board. Section 10(h), by 
its terms, would not apply to ANCSA Registrants. 


9/ Affiliated persons are defined in Section 2(a)(3) of 
the Act to include: (A) any person directly or indirectly 
owning, controlling, or holding with power to vote, 5 per 
centum or more of the outstanding voting securities of 
such other person; (B) any person 5 per centum or more 
of whose outstanding voting securities are directly or 
indirectly owned, controlled, or held with power to vote, 
by such other person; (C) any person, directly or indirect- 
ly controlling, controlled by, or under common control 
with, such other person; (D) any officer, director, partner, 
copartner, or employee of such other person; (E) if such 
other person is an investment company, any investment 
adviser thereof or any member of an advisory board 
thereof; and (F) if such other person is an unincorpor- 
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ated investment company not having a board of directors, 
the depositor thereof. 


10/ The Rule assumes that ANCSA Registrants do not 
and will not have principal underwriting agreements. 


11/ Section 17(a) of the Act, as here pertinent, prohibits 
an affiliated person of a registered investment company, 
or any affiliated person of such a person, from selling 
property to, or purchasing, or borrowing property from 
the registered company, or any company controlled by 
such registered company, without a prior Commission 
order pursuant to Section 17(b). An exemptive order 
may be obtained under Section 17(b) if the Commission 
finds, upon application that the evidence establishes that 
the terms of the proposed transaction, including the con- 
sideration to be paid, or received, are reasonable and fair 
and do not involve overreaching on the part of any per- 
son concerned and that the proposed transaction is con- 
sistent with the policy of each registered investment 
company concerned and with the general purposes of 
the Act. 


On the other hand, Section 17(d) and Rule 17d-1 there- 
under, as here pertinent, prohibit affiliated persons, 
and their affiliates, from participating in joint enter- 
prises or arrangements with registered investment com- 
panies or their controlled companies without a prior 
Commission order obtained pursuant to Rule 17d-1(a). 
Rule 17d-1(b) provides that the Commission will, in 
Passing upon such applications, consider whether the 
participation of the registered investment company or 
its controlled company in the proposed transaction is 
consistent with the provisions, policies and purposes of 
the Act and.the extent to which such participation is 
on a basis different from or less advantageous than that 
of other participants. 


12/ See Sections 17(f) and 17(g) of the Act and Com- 
mission rules thereunder. 


13/ For an example of this type of transaction, see in 
the Matter of Kikiktagruk Inupiat Corporation, et al. 

File No. 812-3801, Investment Company Act Release 
No. 8851, July 18, 1975. 


14/ In this connection, see Section 15(c) of the Act. 
15/ The purpose of this requirement would be to assure 
that the affiliated persons, to whom the prohibitions of 
Sections 17(a), 17(d), and Rule 17d-1, run, receive noti- 
fication that the determination required by the Rule had 
in fact been made prior to consummation of the trans- 
action. 


16/ Persons in the upstream affiliate category would 
include, for ANCSA Registrant purposes, the officers, 
directors, employees, investment adviser, and controlling 
persons of the ANCSA Registrant, owners of more than 
5% of the outstanding shares of the company, persons 
under common control with the company, except as 
explained infra, p. 12, or any affiliated persons of 

these persons. 


17/ Paragraph (b) of Rule 17a-6 provides the same ex- 
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(gerotion which paragraph (a) provides for transactions 
i 


nvolving SBICs and venture capital companies for 
transactions involving all other types of investment 
companies except that under paragraph (b) any con- 
trolled or affiliated companies involved must be “‘non- 
public,” 1.e., their outstanding securities must be bene- 
ficially owned by not more than 100 persons. 


18/ The provisions which would in effect be nullified 
for transactions involving ANCSA Registrants are para- 
graphs (4) and (D) of Rules 17a-6(a) and 17d-1(d)(5), 
respectively, which include among the upstream affili- 
ate group persons directly or indirectly controlled by 
the registered investment company, (except persons 
who, if they were not directly or indirectly controlled 
by the registered investment company, would not be 
directly or indirectly under the control of a person who 
controls the registered investment company). 


19/ Both of these provisions include within the up- 
stream affiliate category employees of the registered 
investment company. Subparagraph (c)(1)(iv) of Rule 
17a-6 and subparagraph {iii)(d) of Rule 17d-1(d)(5) 
both define the term “financial interest’, as used in the 
rules, to exclude an interest of a “non-executive” em- 
ployee. However, the treasurer of a corporation would 
not be deemed a “‘non-executive’’ employee. 


20/ Rule 20a-1 under Section 20(a) requires that proxy 
solicitation respecting a security issued by a registered 
investment company be effected in compliance with 
Rules 20a-2 and 20a-3 under the Act, and with all rules 
and regulations adopted pursuant to Section 14(a) of 
the Securities Exchange Act. 


Rule 20a-2 requires that the proxy statement contain 
specified information in addition to that required by the 
proxy rules under the Exchange Act, if action is to be 
taken with respect to (1) the selection of directors and 
the solicitation is by or for management or by or for 

an investment adviser, or (2) an investment advisory 
contract. Rule 20a-3 requires disclosure in the proxy 
statement regarding the material interests of officers, 
directors, and nominees for election as directors of 
registered investment companies under certain cir- 
cumstances enumerated in Item 7 of Schedule 14A 
under the Exchange Act or if action is to be taken with 
respect to an investment advisory contract. 


21/ See Investment Company Act Release No. 8251, 
February 26, 1974. 


22/ See Sections 12(g) and 13(a) of the Exchange Act. 
23/ See Sections 7(0) and 8(c) of the Settlement Act. 
24/ See items 1.02, 1.03, 1.06, 1.07, 1.11, 1.18, 1.19, 
1.29, 1.34-1.39, 2.01, 2.03, 2.04, 2.05, 2.06, 2.13, 2.14, 
2.15, 2.16, 2.23-2.29, 2.31, and 2.32 of Form N-1R. 

25/ This requirement would be subject to Rules 4-03 


and 6-02-3 of Regulation S-X regarding group state- 
ments of unconsolidated subsidiaries. 






26/ Investment Company Act Release No. 8251. 


27/ See, e.g., Sections 47-49 of the Act. 


28/ See, e.g., Section 41, 42, 45 and 46 of the 
Act. 


29/ See, e.g., Sections 38-40, 43, 44, 46, and 50-53 
of the Act. 


30/ Investment Company Act Release No. 8251. 
31/ 5 U.S.C. §551 et seq. (1970). 
32/ Investment Company Act Release No. 8251. 


33/ See Sections 553(b)(3) and 553(b)(3)(B) of the 
Administrative Procedure Act. 


34/ Section 553(d) of the Administrative Procedure 
Act provides, in pertinent part, that the required 
publication of a substantive rule must be made not 
less than 30 days before its effective date except in 
the case of a substantive rule which grants or recog- 
nizes an exemption or relieves a restriction. Section 
553(d)(1). 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8903/August 26, 1975 


In the Matter of 


PENNSYLVANIA INSURED 
MUNICIPAL BOND TRUST 
First Series (and Subsequent Series) 


BUTCHER & SINGER 
1500 Walnut Street 
Philadelphia, Pa. 19102 


ELKINS, STROUD, SUPLEE & CO. 
1700 Market Street 
Philadelphia, Pa. 19102 


(812-3845) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) FOR ORDERS OF EXEMPTION 
FROM PROVISIONS OF SECTION 14(a) OF THE 
ACT AND FROM RULES 19b-1 AND 22c-1 UNDER 
THE ACT 


NOTICE IS HEREBY GIVEN that Pennsylvania In- 
sured Municipal Bond Trust, First Series (the “‘Trust’’), 
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a unit investment trust registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’) and its sponsors, 
Butcher & Singer and Elkins, Stroud, Suplee & Co. 
(the ““Sponsors”’), (hereinafter the Sponsors and the 
Trust are collectively referred to as ““Applicants’’) 
filed an Application on August 1, 1975 pursuant to 
Section 6(c) of the Act for Orders of the Commis- 
sion exempting the Trust (and subsequent Series) 
from compliance with the provisions of Section 
14(a) of the ACt and exempting the frequency of 
the capital gains distributions of the Trust and the 
secondary market operations of the Sponsors from 
the provisions of Rule 19b-1 and Rule 22c-1, respec- 
tively, under the Act. All interested persons are 
referred to the Application on file with the Com- 
mission for a statement of the representations 
therein, which are summarized below. 


The exemptive order under Section 6(c) is requested 
for the Trust and subsequent Series sponsored by the 
Sponsors (collectively the “‘Series’”’). The Trust will be 
governed under New York law by a Trust agreement 
(the “Trust Agreement”), the Sponsors will act as such, 
United States Trust Company of New York wili act as 
Trustee and Standard and Poor’s Corporation will act 
as Evaluator. Pursuant to the Agreement, the Sponsors 
will deposit with the Trustee $8,500,000 principal 
amount of bonds and other obligations (‘‘the Bonds’’) 
which the Sponsors shall have accumulated for such 
purpose. The Bonds deposited with the Trustee are 
identified and the acquisition or substitution of any 
other securities for any of the identified Bonds is pro- 
hibited, except for bonds acquired pursuant to refund- 
ing or refinancing. The identified Bonds may be sold 
from time to time by the Trustee upon the Sponsor 
direction only under certain circumstances set forth in 


the Trust Agreement including, principaliy, default in the 
payment of principal or interest on the Bonds, default in 


payment of interest or principal, by an issuer of a Bond, 
on another obligation of the same issuer, institution of 
legal proceedings, default under other documents ad- 
versely affecting debt service, or a decline in the price 
of any of such Bonds to such an extent, or other market 
or credit factors, or decline in projected income pledged 
for debt service on revenue bonds, which in the opinion 


of the Sponsors makes the retention of such Bonds detri- 


mental to the interest of Unitholders. However, the pro- 
ceeds from such dispositions must be distributed to the 


Unitholders. Interest on the Bonds also must be paid out 


to Unitholders. 


The Bonds will consist of bonds and other obligations 
issued by the Commonwealth of Pennsylvania, or of 
counties, municipalities, political subdivisions or author- 
ities organized in Pennsylvania. They are to be selected 
on the basis of yield, quality and diversification. Pay- 
ments of principal and interest in the portfolio will be 
insured under an insurance policy issued by MGIC In- 
demnity Corporation. The assets of the Trust will con- 


sist of the 8onds, such bonds as may continue to be held 


from time to time in exchange for or in substitution of 


any of the Bonds upon refundings or refinancings, accrued 


and undistributed interest, and undistributed cash. 
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Simultaneously with the deposit of the Bonds, the 
Trustee will deliver to the Sponsors for sale to the 
public registered certificates for 8,500 units of 
fractional undivided interest in the Trust (“the 
Units’’). The offering will be made separately through 
a final prospectus at a public offering price computed 
by adding to the offering side evaluation of the Bonds, 
divided by the number of Units, a sales charge equal 
to 4% of the public offering price. Units are redeem- 
able on the basis of the bid side evaluation of the 
Bonds. 


The Sponsors, while under no obligation to do so, 
intend to maintain a market for Units of the Trust 
and to offer to purchase such Units at prices which 
are based upon the aggregate offering price of the 
Bonds. Should business reasons dictate, such as if the 
supply of Units exceeds demand, the Sponsors may 
purchase Units at prices below the offering prices 
of Bonds, with a minimum offer equal to the Unit 
redemption value, and in such cases the Sponsors 
will tender these Units to the Trustee for redemp- 
tion and will not resell them in the secondary mar- 
ket. 


The organization, operation and marketing of Units 
of Subsequent Series may vary in that one or more 
additional investment banking firms may act as 
sponsor or underwriter in addition to Sponsors, 
and the trustee and evaluator may vary. With re- 
spect to the portfolio bonds in Subsequent Series 
the principal amount of bonds deposited, the 
number of Units issued, and the sales charge on 
such Units may vary in Subsequent Series, and the 
Sponsors may deposit with the Trust bonds and other 
obligations not issued by the Commonwealth of 
Pennsylvania or its political subdivisions. 


Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company (1) have a net worth of at least $100,000 
prior to making a public offering of its securities, {2) 
have previously made a public offering and at that time 
have had a net worth of $100,000 or (3) have made ar- 
rangements for at least $100,000 to be paid in by 25 or 
fewer persons before acceptance of public subscriptions. 


Each Series of the Trust at the date of deposit of the 
underlying Bonds and before any Unit is offered to the 
public is intended to have a net worth substantially in 
excess of $100,000 represented by the market value of 
the Bonds on that date. However, the Sponsors’ deposit 
in the Trust Series of Bonds with a net worth in excess 
of $100,000, in exchange for Units of the Trust Series 
which the Sponsors intend to offer to the public, may 
not satisfy these provisions of the Act. 


Applicants therefore request exemption from the pro- 
visions of Section 14(a) of the Act in order that they 
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may make a public offering of the Units of the Trust 
and Subsequent Series as described above. Appli- 
cants state that investors will be offered interests 

in the Series of the Trust which will be unmanaged 
investment companies with portfolios composed of 
pre-deposited and identified Bonds. 


As a condition to the requested exemption, the Spon- 
sors have agreed: i) to refund, on demand and with- 
out deduction, the sales load to purchasers of Units of 
any Trust Series if, within 30 days after the registra- 
tion statement relating to the Units of such Series 
becomes effective, the net worth of the Series is re- 
duced to less than $100,000 or if the Trust Series is 
terminated; ii) to instruct the Trustee to terminate 
such Trust Series in the event redemption by the 
Sponsors of unsold Units results in such Series having 
anet worth, as determined by the Evaluator in a semi- 
annual evaluation, of less than $1,000,000; and iii) in 
the event of termination for the reasons described in 
ii) above, to refund any sales load to any purchaser 

of Units purchased from the Sponsors on demand and 
without any deduction. 


Rule 19b-1 


Rule 19b-1(a) under the Act provides in substance that 
no registered investment company which is a “regulated 
investment company” as defined in Section 851 of the 
Internal Revenue Code shall! distribute more than one 
capital gain distribution in any one taxable year. Para- 
graph b of the Rule contains a similar prohibition for a 
company not a “regulated investment company” pro- 
vided, however, that an investment trust may distribute 
capital gains distributions received from a “regulated 
investment company” within a reasonable time after 
receipt. 


Applicants state that the Funds are unmanaged investment 
companies with portfolios of pre-deposited and identified 
Bonds. Once the initial deposit is made, prior to the public 
offering of Units, other securities may not be acquired in 
addition to or in substitution for any of the Bonds except 
in the case of refundings or refinancings. Although Bonds 
may be sold by the Trustee upon the Sponsors’ direction 
under certain circumstances stated in the Trust Agreement, 
such circumstances are limited. 


Distributions of principal and interest to Unitholders of 
the Trust will be made quarterly. Distributions of princi- 
pal constituting capital gains to Unitholders may arise as 
follows: (1) if an issuing authority calls or redeems Bonds 
held in the Trust, the sums received by the Trust will be 
distributed to Unitholders on the next distribution date; 
and (2) if units are redeemed by Unitholders, including 
unsold Units redeemed by the Sponsors, and Bonds from 
the Trust are sold to provide the funds necessary for such 
redemption, Unitholders will receive their pro rata portion 
of the proceeds from the Bonds sold. In some such in- 
stances, a Unitholder may receive in his distribution funds 
which constitute capital gains since, in some cases, the 
value of the portfolio bonds redeemed or sold will have 
increased since the Date of Deposit. In addition, during 


the year of maturity of the Trust, principal distribu- 
tions will be made and may include capital gains. 


Applicants state that the purpose of Rule 19b-1 is 
to ensure that no registered investment company can 
make a distribution of realized capital gains to share- 
holders in a manner that would indicate that they 
are part of regular dividends from investment income 
and to avoid any confusion on the part of investors 
which might arise from their failure to differentiate 
between regular distributions of capital gains and 
distributions of investment income. Applicants state 
that such dangers do not exist in the case of the 
Trust since the Trust and its Sponsors have sub- 
stantially no control over events, other than the 
selection of the portfolio, which might give rise to 
capital gains. Applicants further argue that the 
amounts involved in a normal distribution of prin- 
cipal will be relatively small in comparison to the 
normal interest distributions, and the principal dis- 
tributions will be clearly indicated as such in accom- 
Ppanying reports to Unitholders. 


Applicants further state that the purpose behind 
paragraph b of Rule 19b-1 is to avoid forcing a Unit 
investment trust to accumulate valid distributions 
received throughout the year unti! year end and that 
the Trust's situation is within the intended objectives 
of such provisions even though each Series will not 
invest in regulated investment companies. 


Rule 22c-1 


Rule 22c-1 provides, in part, that redeemable securities of 
registered investment companies must be sold, redeemed, 
or repurchased at a price based on the current net asset 
value (computed on each day during which the New York 
Stock Exchange (the “NYSE”’) is open for trading not less 
frequently than once daily as of the time of the close of 
trading on such Exchange) which is next computed after 
receipt of a tender of such security for redemption or of 
an offer to repurchase or sell such security. 


Applicants seek an order pursuant to Section 6(c) of the 
Act exempting the secondary market operations of the 
Sponsors from the provisions of Rule 22c-1 under the Act. 
The Sponsors propose to adopt the practice of valuing 
units of a Series, for purchase and resale by the Sponsors 
in the secondary market, at prices computed once a week 
as of the close of business of the NYSE on the last busi- 
ness day of the week, effective for all transactions made 
during the following week. The evaluation is to be made 
by the Evaluator. 


Applicants state that Rule 22c-1 has two purposes: (1) to 
eliminate or reduce any dilution of the value of outstand- 
ing redeemable securities of registered investment com- 
panies which would occur through the redemption or 
repurchase of such securities at a price above their net 
asset value or the sale of such securities at a price lower 
than their net asset value and (2) to minimize specula- 
tive trading practices in the securities of registered in- 
vestment companies. 
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Applicants assert that the pricing by the Sponsors in the 
secondary market will in no way affect the assets of a 
Series since the price at which units of a Series are sold 
or repurchased in the secondary market does not affect 
the value of either the underlying Bonds or the fractional 
undivided interest in those Bonds repiesented by each 
unit outstanding. Furthermore, Applicants state that 
secondary market trading in the Trust is not attractive 
to speculators since the Trust is designed for investors 
who desire fixed income with diversification. The evalua- 
tion process involves highly complicated and specialized 
techniques. Only through a substantial transaction could 
a would-be speculator produce a profit. Applicants state 
that they anticipate that the number of Units available 
in the secondary market will be very limited. 


Applicants state that while the purposes for which Rule 
22c-1 was adopted would not be served by its applica- 
tion to the Trust, the interests of investors would be 
significantly impaired by imposing upon them the cost 
of additional determinations of net asset value which 
would be required by the Rule, particularly in light of 
the anticipated low volume of secondary market activity. 


Applicants represent that backward pricing is necessary 

in order that the Sponsors may be able to quote a price 

at which it will buy or sell Units. A price to be determined 
several days in the future would unsatisfactory to the 
Unitholders as well as to the Sponsors and prospective 
buyers. 


A procedure will be instituted whereby the Evaluator 
will provide informal evaluations to protect Unit- 
holders and investors. In the case of a repurchase, if 
the Evaluator cannot state that the current bid price 
is not higher than or equal to the previous Friday's 
offering side evaluation, the Sponsors will order a 
new evaluation. In the case of a resale of Units in 
the secondary market, if the Evaluator determines 
that the offering side evaluation has decreased by 

an amount greater than one-half point ($5.00 on a 
unit representing $1,000 principal amount of 
underlying bonds) it will perform a new evaluation. 


Section 6(c) of the Act provides, in part, that the 
Commission may conditionally or unconditionally 
exempt any person, security, or transaction, or any 
class or classes of persons, securities, or transactions 
from any provisions of the Act or of any rule or re- 
gulation under the Act, if and to the extent such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of invest- 
ors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 12, 1975 at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request 

that he be notified if the Commission shall order a 
hearing thereon. Any such communications should 
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be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of 
such request shall be served personally or by mail 
(air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Ap- 
plicants at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following August 6, 1975, unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 


thereof. 


For the Commission, by the Division of Investment 
Management Reyulation, pursuant to delegated 


authority. 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8904/August 26, 1975 


In the Matter of 


E. |. DU PONT DE NEMOURS AND COMPANY 
Wilmington, Delaware 19898 


(812-3786) 


ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT GRANTING EXEMPTION FROM SECTION 
17(a) OF THE ACT 


E. |. Du Pont De Nemours and Company (“Appli- 
cant’), a Delaware corporation, filed an application 
on April 2, 1975, pursuant to Section 17(b) of the 
Investment Company Act of 1940 (““Act’’) for an 
order exempting from the provisions of Section 
17(a) of the Act Applicant's proposed assignment 
to Mitsui Petrochemicals Industries, Ltd., a Japanese 
corporation, of certain Japanese patent rights and 
the grant of an exclusive license with the right to 
grant sublicenses, to related technical information. 


On July 25, 1975, a notice was issued (Investment 
Company Act Release No. 8864) of the filing of 
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he application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that 

the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part 

of any person concerned and that the proposed 
transaction is consistent with the policies of Christiana 
Securities Company, a registered closed end invest- 
ment company owning approximately 28.0% of the 
outstanding common stock of Applicant, and with 

the general policies of the Act. 


IT 1S ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed transaction be, and hereby 
is, exempted from the provisions of Section 17(a) 
of the Act. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8905/August 26, 1975 


In the Matter of 


SOUTHEASTERN CAPITAL CORPORATION 
505 Northcreek 

3715 Northside Parkway, N. W. 

Atlanta, Georgia 30327 


(812-3802) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT AND PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER 
MODIFYING A PRIOR ORDER 


NOTICE IS HEREBY GIVEN that Southeastern 
Capital Corporation (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act”) as a 
closed-end, non-diversified, management investment 
company, filed an application on April 29, 1975, and 
amendments thereto on July 21 and 24, 1975, pursu- 





ant to Section 17(b) of the Act for an order of the 
Commission exempting from the provisions of Sec- 
tion 17(a) of the Act the proposed merger of Appli- 
cant into Phoenix, Inc. (““Phoenix”’ or the “Surviv- 
ing Corporation”), and pursuant to Section 6(c) 

of the Act for an order of the Commission modify- 
ing a prior order of the Commission entered Septem- 
ber 9, 1970 (investment Company Act Release No. 
6181) to provide that the conditions imposed upon 
Applicant by such order may be satisfied by the 
Surviving Corporation as successor by merger to 
Applicant. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


As of March 31, 1975, Applicant, a Tennessee 
corporation listed on the American Stock Exchange 
had 706,073 shares of its common stock issued and 
outstanding and had, on a consolidated basis with its 
wholly-owned subsidiary, Southeastern Capital 
Small Business Investment Corporation (“SCSBIC”’), 
total net assets of approximately $9,772,050. As of 
April 30, 1975, Phoenix, a Georgia corporation and 
a personal holding company, had 72,228 shares of 
its common stock issued and outstanding and total 
net assets of approximately $3,059,578. Phoenix 
holds beneficially 189,263 or 26.81% of the shares 
of Applicant which amount represents a controlling 
interest in Applicant’s outstanding voting securities. 
Mr. C. Edward Hansell, Chairman of the Board of 
both Applicant and Phoenix, owns beneficially 
18,952 shares of Phoenix representing 26.24% of 

its outstanding voting securities. 


Applicant and Phoenix have entered into an Agree- 
ment and Plan of Reorganization dated April 23, 
1975 and amended July 14, 1975 (the “Agreement”) 
providing for the merger of Applicant into Phoenix 
which is to be the surviving corporation. The Agree- 
ment further provides that, on and after the merger 
date, the name of the Surviving Corporation will be 
changed to “Southeastern Capital Corporation”, 

the Surviving Corporation will adopt new Articles of 
Incorporation and By-Laws substantially similar to 
those of the Applicant in effect prior to the merger, 
and the officers and directors of Applicant will be- 
come the officers and directors of the Surviving 
Corporation. Upon consummation of the proposed 
merger, the Surviving Corporation will register as 

an investment company under the Act. 


Upon the merger date, each issued and outstanding 
share of Applicant will be converted into one share 
of the Surviving Corporation and each issued and 
outstanding share of Phoenix will be converted 
into .6 of a share of the Surviving Corporation. 
Phoenix proposes to make a five for one stock split 
of its shares in order that sufficient shares will be 
available for the proposed merger. 


The Agreement has been unanimously approved 
by the respective Boards of Directors of Applicant 
and Phoenix. Consummation of the proposed 
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merger is conditioned on (1) the approval by a ma- 
jority in number of the shareholders of both Phoenix 
and Applicant as well as by the vote required under 
the laws of Tennessee and Georgia, (2) the receipt of a 
tax ruling from the Internal Revenue Service that the 
proposed merger will constitute a tax free organiza- 
tion and that no gain or loss will be recognized by 
either Phoenix or Applicant or their shareholders 

as a result of the merger, (3) the effectiveness of 

an S-14 registration statement filed by Phoenix 

under the Securities Act of 1933, (4) the satisfaction 
of the listing requirements of the American Stock 
Exchange for the shares of the Surviving Corpora- 
tion and (5) the receipt of the order requested by this 
application. The Applicant and Phoenix intend to 
consummate the proposed merger on the first 
month-end following the satisfaction of all the con- 
ditions precedent. 


Section 17(a) 


Applicant states that, through Phoenix's controlling 
interest in the shares of Applicant, each company 

is an “affiliated person” of the other under the de- 
finition of “affiliated person” set forth in Section 
2(a)(3) of the Act. 


Section 17(a) of the Act, in pertinent part, provides 
that it is unlawful for any affiliated person of a re- 
gistered investment company knowingly to sell to 
or purchase from such registered investment com- 
Pany any security or other property except securi- 
ties of which the investment company is the issuer. 
Pursuant to Section 17(b) of the Act, the Commis- 
sion, upon application, may grant an exemption 
from such prohibition after finding that the terms 
of the proposed transaction, including the consid- 
eration to be paid or received, are fair and reason- 
able and do not involve overreaching on the part 
of any person concerned and that the proposed 
transaction is consistent with the policy of each 
registered investment company concerned and the 
general purposes of the Act. 


Other than its controlling interest in Applicant the 
only other significant asset of Phoenix is a con- 
trolling position (38.6%) in the shares of The First 
National Bank of McDonough, McDonough, 
Georgia (‘McDonough Bank”’). 


Applicant states that the exchange ratio to be 
used in the proposed merger was determined by 
the parties through arms-length bargaining based 
upon the total net asset values of the shares of 
Phoenix and the Applicant. In June of 1974, 
Applicant commissioned two independent invest- 
ment banking firms, Robinson-Humphrey Com- 
pany, Inc. (“Reynolds”), to analyze the parties 
to the proposed merger and determine an appro- 
priate exchange rate. Robinson-Humphrey arrived 
at an exchange ratio of 3.0111 shares of Appli- 
cant for each share of Phoenix based on adjusted 
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net asset values per share of $14.03 for Applicant 
and $42.24 for Phoenix; Reynolds arrived at an 
exchange ratio of 2.9862 shares of Applicant for 
each share of Phoenix based on adjusted net asset 
values of $13.78 for Applicant and $41.15 for 
Phoenix. In July of 1975, Applicant commissioned 
and received from Robinson-Humphrey and Rey- 
nolds new appraisals of the respective values of 
Applicant's shares and Phoenix's shares based on 
current financials. Robinson-Humphrey determin- 
ed an exchange ratio of 3.1973 shares of Applicant 
for each share of Phoenix to be appropriate based 
upon adjusted net asset values per share of $13.84 
for Applicant and $44.25 for Phoenix. Reynolds 
determined an exchange ratio of 2.9487 shares of 
Applicant for each share of Phoenix to be fair 
based upon adjusted net asset values per share 

of $13.84 for Applicant and $40.81 for Phoenix. 


Applicant represents that after the first independent 
appraisal the respective Boards of Directors of 
Applicant and Phoenix arrived at an exchange 
ratio based on the Robinson-Humphrey and Rey- 
nolds appraisals of three shares of Applicant for 
each share of Phoenix. Following the second in- 
dependent appraisal, the Board of Directors of 
Applicant and Phoenix unanimously resolved to 
reaffirm the 3 to 1 exchange ratio. The exchange 
ratio would be reduced to 1 share of Applicant 
for six tenths of a share of Phoenix in light of the 
proposed 5 for 1 stock split of Phoenix’s shares. 


It is submitted that the proposed merger is con- 
sistent with the policies of the Applicant since 
the Surviving Corporation will adopt the invest- 
ment policies of Applicant on the merger date. 
Applicant seeks as its primary investment ob- 
jective the long-term growth of capital with in- 
come secondary. 


Applicant asserts that the shares of the McDonough 
Bank presently held by Phoenix represents an 
attractive opportunity for growth and are con- 
sistent with Applicant's investment policies. Ap- 
plicant has had, and the Surviving Corporation 
will have, a policy against investing in companies 
for the purpose of exercising control. It is stated 
that, if the proposed merger is consummated, the 
Surviving Corporation does not intend to exercise 
control over the McDonough Bank and, in fact, 
would be under an irrevocable declaration under 
the Bank Holding Company Act entered into by 
Phoenix with the Federal Reserve Board to divest 
control, i.e., reduce ownership to less than 25%, 
of the McDonough Bank by January 1, 1981. 


Applicant asserts that its shareholders will benefit 
from the proposed merger by the elimination of 
expenses incurred in maintaining a Tennessee 
domicile when Applicant's only place of business 
is in Georgia. It is represented that the proposed 
merger affords Applicant the opportunity to 
broaden its asset base by the acquisition of the 
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Donough Bank shares without incurring 
Bkerage expenses. Applicant submits that its 
shareholders will benefit from the proposed 
merger by eliminating the possibility of a dis- 
mptive change of control that might arise if 
Phoenix transfers its controlling position in 
Applicant in a block. As a result of the pro- 
posed merger, this interest will be diffused 
among all the Phoenix shareholders. Applicant 
represents that the proposed transaction is fair 
and reasonable and does not involve overreach- 
ing by any party concerned in that the pro- 
posed transaction will be consummated on 

the basis of an exchange ratio determined by 
the Boards of Directors of Applicant and 
Phoenix with the aid of independent analysts 
and independently approved by both boards 
and by the shareholders of both parties, includ- 
ing approval by a majority in number of the 
shareholders of each company. Based on the 
foregoing, Applicant requests an order of ex- 
emption from Section 17(a) pursuant to Sec- 
tion 17(b) of the Act permitting the proposed 
merger of Applicant into Phoenix. 


Section 6(c) 


Applicant was incorporated on August 29, 1958 


r the purpose of operating as a small business 
UPlestme nt company. On September 9, 1970, 
the Commission entered an order (‘“Order’’) 
(Investment Company Act Release No. 6181) 


granting Applicant various exemptions from the 


Act which permitted it to transfer its license 
under the Small Business Investment Act of 
1958 and other assets to its wholly owned sub- 
sidiary, SCSBIC. Such Order was subject to 
numerous conditions designed to insure that 
SCSBIC was at all times owned and operated 
by Applicant. Applicant has applied, pursuant 
to Section 6(c) of the Act, for an order of the 
Commission providing that the conditions im- 
posed upon Applicant by such Order may be 
fulfilled by the Surviving Corporation as suc- 
cessor by merger to Applicant. 


Section 6(c) of the Act provides, in part, that 
the Commission, by order upon application, 


May conditionally or unconditionally exempt any 


person, security, or transaction, or any class or 
classes of persons, securities, or transactions 
from any provision or provisions of the Act 

or of any rule or regulation thereunder, if 

and to the extent such exemption is necessary 
or appropriate in the public interest and con- 
sistent with the protection of investors and the 


purposes fairly intended by the policy and pro- 


| visions of the Act. 


OTICE IS FURTHER GIVEN that any inter- 


ested person may, not later than September 22, 


1975, at 5:30 p.m., submit to the Commission in 
writing a request for a hearing on the matter ac- 
companied by a’statement as to the nature of 

his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified 
if the Commission shall order a hearing thereon. 
Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such re- 
quest shall be served personally or by mail (air 
mail if the person being served is located more 
than 500 miles from the point of mailing) upon 
Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attor- 
ney at law, by certificate) shall be filed contem- 
poraneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the 
application will be issued as of course following 
said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's 
own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this 
matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Invest- 
ment Management Regulation, pursuant to dele- 
gated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 7050/August 22, 1975 


SEC v. POLARIS MINING COMPANY, INC.., et al. 
(D. Colo. Action No. 75-W-695) 
Robert H. Davenport, Administrator of the Denver 


Regional Office of the Securities and Exchange 
Commission announced that the Honorable Fred 


SEC DOCKET/749 












M. Winner, Judge, United States District Court 
at Denver, entered orders on August 11, 1975 

to which the defendants consented, preliminarily 
enjoining Leo G. Bateman, H. DeWorth Williams, 
and George D. Fehr pending the final determina- 
tion of this action from purchasing, selling, or in 
any way dealing in Polaris Mining Company secur- 
ities. 


The complaint alleged, among other things, the 
defendants and others violated the registration 
provisions of the federal securities laws in con- 
nection with the offer and sale of the common 
stock of Polaris Mining Company. 





Litigation Release No. 7051/August 22, 1975 


SEC v. IRVIN D. KAPLAN 


(S.D. Tex.) 


Richard M. Hewitt, Administrator of the Fort 
Worth Regional Office of the Securities and Ex- 
change Commission, announced that on August 
19, 1975 Federal District Judge Allen B. Hannay 
at Houston, Texas entered an order of permanent 
injunction enjoining Irvin D. Kaplan, Houston, 
from further violations of the antifraud provisions 
of the Securities Exchange Act of 1934 in the 
purchase and sale of various bonds. 


Kaplan consented to the entry of the order with- 
out admitting or denying the allegations in the 
Commission’s complaint. The Commission’s 
complaint was filed contemporeously with the 
entry of the order of permanent injunction. 


The Commission’s complaint alleges that during 
the period from November 1974 to April 10, 
1975 Kaplan engaged in a securities trading and 
check manipulation scheme wherein he sold 
corporate, government and municipal bonds 
valued at $93,000,000 and purchased bonds 
worth approximately $111,000,000, through 
ten brokerage firms and one bank bond depart- 
ment. The complaint further alleges Kaplan 
made payment for the purchases with checks 
drawn on accounts at five banks when the 
accounts had insufficient funds to cover the 
checks. 


During the second week of April 1975 Kaplan, 
according to the complaint, issued checks in 
payment for the purchase of securities which 
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were dishonored and returned by the banks. The 
losses from the sales of securities and from the 
returned checks given in payment for the securi- 
ties were more than $2.7 million. 


In connection with the securities purchases, the 
complaint charges that Kaplan made misrepresen- 
tations of material facts concerning his true finan- 
cial condition and the sources and availability of 
funds used to purchase securities. 





Litigation Release No. 7052/August 25, 1975 


SEC v. RENE R. WOOLCOTT 
75 Civil 4098 (SDNY) 


William D. Moran, Regional Administrator of the 
New York Regional Office of the Securities and 
Exchange Commission, announced today that on 
August 19, 1975 the Commission filed a Complaint 
in the United States District Court for the Southern 
District of New York seeking to enjoin Rene R. 
Woolcott (“Woolcott’’) of New York City from 
further violations of the antifraud provisions of 

the federal securities laws and for an order of 
disgorgement directing that Woolcott disgorge to 
the registry of the Court the sum of $6,500, re- 
presenting the profits he derived from his trans- 
actions in the common stock of Zapata Corpora- 
tion (““Zapata’’) while he possessed material, 
non-public information. 


In its Complaint, the Commission alleged that 
on or about July 2, 1974 the defendant Woolcott 
caused to be purchased 1,000 shares of Zapata 
Corporation common stock at $18 1/2 per share, 
while in possession of material, non-public infor- 
mation concerning a prospective tender offer by 
Zapata Corporation for its own shares. There- 
after, on or after July 8, 1974, the date upon 
which the tender offer was publicly announced, 
Woolcott caused these shares to be tendered to 
Zapata Corporation at $25 per share pursuant 

to the tender offer, realizing a profit of $6,500. 
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oo Release No. 7053/August 25, 1975 


SEC v. LEONARD COOPER, et al. 
73 Civil 2508 (SDNY) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced today that on August 14, 
1975, the Honorabie Edward Weinfeld, United 
States District Judge for the Southern District of 
New York, issued a final judgment of permanent 
injunction enjoining Amswiss International Corp. 
(“Amswiss”), a registered broker-dealer located 
at 1 Exchange Place, Jersey City, New Jersey, 
and its president, Glenn Frank Woo (“Woo”), 
from violating and aiding and abetting violations 
of the registration and antifraud provisions of 
the federal securities laws, Sections 5(a), 5(c) 
and 17(a) of the Securities Act of 1933 and Sec- 
tion 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder. In its Com- 
plaint, the Commission had alleged, and the 
Court found, that Amswiss and Woo, acting in 
conjunction with the defendant Ramon D’Onofrio 
(who was previously enjoined by the Court, on 
default) engaged in a plan whereby all the public- 
ly offered shares of Meridian Fast Food Services, 
Inc., now known as Radiation Service Associates, 
x. (“Meridian”’), were placed in the hands of 
rtain of the defendants and their friends pre- 
paratory to a manipulation of the over-the-coun- 
ter trading in the stock. With all the publicly held 
shares thus controlled, the defendants Amswiss 
and Woo proceeded to create an artificial market 
for Meridian common stock and to manipulate 
the price of the stock from its June 1971 offering 
price of $5 per share to its high ask price in Feb- 
ruary 1972 of $20 per share, when the Commis- 
sion suspended trading in the stock. 


For further information see Litigation Release No. 
5931. 





Litigation Release No. 7054/August 25, 1975 


SEC v. AMERICAN TRUSTEE AND LOAN ASSO- 


CIATION, INC.., et al. 


(USDC, E.D. Va., Alex. Div., Civil Action No. 
75-536A) 













Paul F. Leonard, Administrator of the Washington 
Regional Office, announced that on August 15, 





1975, the Honorable Robert R. Merhige, Jr., 

United States District Judge for the Eastern District 
of Virginia, entéred an Order of preliminary injunc- 
tion enjoining American Trustee and Loan Association, 
Inc. (ATLA) and Dan H. Brown, I! (Brown), both of 
Bryans Road, Maryland, Global Dynamics Corp. (Glo- 
bal) of Jersey Shore, Pennsylvania, Eugene H. Bay of 
Torbet, Pennsylvania, Jan Brzozowy of Lock Haven, 
Pennsylvania, The Society of the Holy Cross Bearers 
of Jesus Christ, Inc. of Oxon Hill, Maryland and 
International Credit Association of Avis, Pennsylvania, 
from further violations of the registration and anti- 
fraud provisions of the federal securities laws in con- 
nection with the offer and sale of securities in the 
form of investment contracts, evidence of indebted- 
ness, certificates of interest or participations in prof- 
it-sharing agreements, and interests or instruments 
commonly known as securities, namely ““Entrust- 
ment Deposits’ and “12% Loan Participations”’, 
among others. 


In addition an Order was entered appointing an 
equity receiver for ATLA and Global. Said receiver 
is to hold and control books, records and assets of 
said companies and report to the Court, as soon as 
possible, as to any monies or other assets of the de- 
fendant corporations and recommend to the Court 
what further action is appropriate. Certain protec- 
tive orders were also entered controlling and prevent- 
ing dissipation of the assets of ATLA. 


A hearing will be scheduled later by the Court on 
the Commission’s Complaint for Permanent Injunc- 
tion. 


For further information see Litigation Release No. 
7017. 





Litigation Release No. 7055/August 25, 1975 


SEC v. NORTH AMERICAN ACCEPTANCE COR- 
PORATION, et al. 


(N.D. Ga. Civil Action No. C75-230A) 


Jule B. Greene, Administrator of the Atlanta Re- 
gional Office of the Securities and Exchange Com- 
mission, announced that on August 20, 1975, Hon- 
orable-Charles A. Moye, Jr., United States District 
Judge for the Northern District of Georgia, at At- 
lanta, entered a consent order permanently enjoin- 
ing E. Mcintosh Cover of Dallas, Texas, from viola- 
tions of the registration and antifraud provisions of 
the Securities Act of 1933 and antifraud provisions 
of the Securities Exchange Act of 1934 in the offer 
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and sale of promissory notes of North American 
Acceptance Corporation or any other security. 
Cover consented to the entry of the injunction with- 
out admitting or denying the allegations in the Com- 
mission’s complaint. 


For further information see Litigation Release Nos. 
6723, 6793, 6799 and 6820. 





Litigation Release No. 7056/August 25, 1975 


SEC v. INTERTIE, INC., et al. 


(CV-75-2775, C.D. CA) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission, announced that on August 19, 1975, 
the Commission filed a complaint in the United States 
District Court in Los Angeles seeking an injunction 
against Intertie, Inc. (Intertie), headquartered in Ir- 
vine, California; International Securities Corp. (ISC), 
headquartered in Newport Beach, California; Steven 
W. Murphy of Laguna Beach, California; Jack E. 
Glassford of San Juan Capistrano; and Henry D. 
Thoreau of Laguna Beach, California; from further 
violations of the securities registration provisions of 
the Securities Act of 1933 and the anti-fraud provi- 
sions of the Securities Act of 1933 and the Securi- 
ties Exchange Act of 1934. The complaint also seeks 
the appointment of a receiver for Intertie. 


The Commission alleged that Intertie has been in 
the business of acquiring cable television facilities 
for resale to limited partnerships formed by Inter- 
tie. The complaint also alleged that Intertie leased 
back and operates these cable television facilities; 
and that Intertie structured and promoted these 
limited partnership interests and sold them to pub- 
lic investors. The complaint alleged that Steven W. 
Murphy formed Intertie and was president and a 
director of Intertie, that Jack E. Glassford is presi- 
dent of ISC and owns 50% of ISC, and that he was 
also chairman of the board of Intertie, and that Hen- 
ry D. Thoreau was president of Intertie. ISC is re- 
gistered with the Commission as a broker-dealer. 
The Commission alleged that Intertie sold unregis- 
tered securities, namely, limited partnership inter- 
ests, to public investors through ISC and its agents 
and others. 


The Commission’s complaint alleged that the de- 
fendants organized and sold limited partnership 
interests in approximately 30 cable television 
limited partnerships and raised approximately 
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$7,500,000 from over 400 investors. The defendants 
sold these securities pursuant to a scheme which pur- 
ported to comply with the requirements of the private 
offering exemption of the Securities Act of 1933 and 
SEC Rule 146 promulgated thereunder. 


The Commission’s complaint alleged that the defendants 
created the false impression that the partnerships had 
acquired valuable and economically viable assets; when, 
in fact, Intertie resold the facilities to partnerships at 
marked-up prices, while simultaneously structuring 
their own financing of the assets in such a manner that 
Intertie was unable to meet its debt obligations and 
was unable to make guaranteed lease payments to the 
partnerships. The Commission alleged that Intertie was 
insolvent and in serious need of cash and used funds 
raised from new investors to meet obligations on other 
projects and commingled and misused investors’ funds 
and applied funds from operations of partnerships’ 
facilities to meet expenses related to the operation 

of other partnerships’ facilities. The complaint alleged 
that the defendants represented that investors’ funds 
were to be used for the purchase of certain assets for 
the partnership; when, in fact, these funds were used 
to meet Intertie’s obligations on other operations. 


The complaint alleged that the defendants concealed 
Intertie’s insolvency and covered it up by advancing 
funds to these operations; that defendants failed to 
disclose that general partners of these partnerships 
did not perform the functions they were represented 
to be performing; that the defendants gave investors 
inflated projections of cash flow and income and re- 
presented that investors would receive substantial tax 
deductions without disclosing the risks that these de- 
ductions would be disallowed by the IRS; and that 
the defendants failed to disclose markups and com- 
pensation to Intertie and commissions to ISC, Glass- 
ford, Murphy, and others. 





Litigation Release No. 7057/August 25, 1975 


SEC v. MONEX INTERNATIONAL, LTD., d/b/a 
PACIFIC COAST COIN EXCHANGE AND LOUIS 
E. CARABINI 


Civil Action No. CV-74-3634, CA 


Gerald E. Boltz, Regional Administrator of the Com- 
mission’s Los Angeles Regional Office today announced 
that on August 20, 1975, United States District Court 
Judge Warren J. Ferguson in Los Angeles entered a 
final judgment against Monex International, Ltd. 

d/b/a Pacific Coast Coin Exchange and Louis E. Cara- 
bini of Newport Beach, California, permanently en- 
joining the defendants from violations of the regis- 
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ties laws. The defendants stipulated to the entry of 
the permanent injunction without admitting or deny- 
ing the allegations of the complaint. 


in its complaint, the Commission alieged that the 
defendants from January 1970 until the filing of the 
complaint on December 12, 1974, had engaged in 
the offer and sale of securities in the form of invest- 
ment contracts in silver coins, gold coins, silver 
bullion and in foreign currencies by means of num- 
erous misrepresentations of material facts and omis- 
sions to state other material facts concerning these 
investments. It was further alleged that the defendants 
had sold these securities without registration of such 
offerings of securities under the Securities Act of 
1933. 


The judgment also enjoined the defendants from vio- 
lations of the antifraud rule adopted by the Commod- 
ity Futures Trading Commission pursuant to Section 
217 of the Commodity Futures Trading Commission 
Act of 1974. Enforcement of that portion of the order 
rests solely with the Commodity Futures Trading 
Commission. 





Litigation Release No. 7058/August 26, 1975 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced that on August 18, 1975 
Robert W. Herko (“‘Herko”’) of New York City and 
Bernard B. Herman (‘‘Herman”) of Lawrence, New 
York, president and secretary-treasurer, respectively, 
as well as directors and majority stockholders of 

Saxon Securities Corp. (‘‘Saxon’ ), a registered broker- 
dealer of New York City, upon their pleas of guilty 
before District Judge Robert J. Ward, were convicted 
of criminal contempt of court for violating a Tem- 
porary Restraining Order (‘“TRO”’) and a Permanent 
Injunction issued on January 24 and January 31, 

1975, respectively, by Judge Ward in SEC v. Saxon 
Securities Corp., et al., 75 Civil 377 (SDNY). The 
above TRO and Permanent Injunction prohibited 
Saxon, Herko and Herman from violating the anti- 
fraud, net capital, segregation, bookkeeping and 
supplemental reporting provisions of the Securities 
Exchange Act of 1934 (“Exchange Act”). The Com- 
mission, in its application, alleged that Saxon, in vio- 
lation of the above TRO and Permanent Injunction, 
continued to violate the above provisions of the Ex- 
change Act. The Commission charged that Herko 

and Herman, in their capacities as officers and direc- 
tors of Saxon and individuals who had been restrained 
and subsequently enjoined, were in criminal contempt 
of court in that they (1) failed to insure Saxon’s com- 
pliance with the TRO and Permanent Injunction, and 
(2) personally participated in certain contumacious 





securities transactions. Judge Ward has set sentencing for 
September 29,-1975. 


For further information see Litigation Release Nos. 
6719 and 6782. 





Litigation Release No. 7059/August 26, 1975 


SEC v. TMC MORTGAGE INVESTORS 


U.S. District Court for the District of Columbia, 
Civil Action No. 75-1392 


The Securities and Exchange Commission announced 
the filing of a complaint in the United States District 
Court for the District of Columbia on August 22, 
1975 seeking a court order directing TMC Mortgage 
Investors (“TMC”) to comply with the reporting 
provisions of the Securities Exchange Act of 1934 
and seeking a permanent injunction against further 
such violations. 


According to the Commission’s complaint against 
TMC, the company failed to file with the Commis- 
sion in proper form its Annual Report on Form 10-K 
for its fiscal year ended March 31, 1975 and its 
quarterly report on Form 10-O for the quarter ended 
June 30, 1975. 





Litigation Release No. 7060/August 27, 1975 


SEC v. JET TRAVEL SERVICES, INC., et al. 


(MD Fia. Civil Action No. 74-392-Orl-Civ-Y) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, William Nortman, Associate Regional Admin- 
istrator, Miami Branch Office, and Paul F. Leonard, 
Regional Administrator of the Washington Regional 
Office, of the Securities and Exchange Commission, 
announced that on August 18, 1975, the Honorable 
George C. Young, United States District Court 

Judge for the Middle District of Florida, permanent- 
ly enjoined Jet Travel Services, Inc. (““Jet’’); Exciting 
Life Enterprises, Inc. (‘‘Enterprises’’); Exciting Life, 
Inc., a Delaware corporation (‘ELI’); Exciting Life, 
Inc., a Florida corporation d/b/a Exciting Life 

Travel and Success Club (“Club”); and James E. 
Tolleson (“Tolleson”) from further violations of 
Sections 5(a), 5(c) and 17(a) of the Securities Act 

of 1933 and Section 10(b) of the Securities Exchange 
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Act of 1934 and Rule 10b-5, thereunder, As further 
relief, the Court ordered Tolleson to disgorge to the 
Court appointed Receiver $50,555.90, which he re- 
ceived from the corporate defendants. 


This action commenced with the filing of the Commis- 
sion’s Complaint on December 30, 1974, against Jet, 
Enterprises, EL!, Club and Tolleson alleging violations 
of the registration and antifraud provisions of the Fed- 
eral securities laws in connection with the offer and 
sale of Executive Memberships of Club. The Complaint 
alleged that the defendants induced an investor to pay 
$4,500 for an Executive Membership upon the promise 
of an opportunity to obtain a return on his investment 
by introducing new investors into the defendants’ 
scheme. The Executive Memberships were sold by 
transporting prospects to “weekend meetings” which 
subjected prospects to high pressure selling techniques 
and emphasized the large sums of money to be realized 
by investing in an Executive Membership. Upon the 
completion of a training school, new Executive Mem- 
bers were entitled to bring prospects to the ‘““weekend 
meetings’ which were operated and orchestrated by 
the defendants. Investors who purchased an Executive 
Membership were not advised of the financial condi- 


tion of the defendants or the risks involved in an invest- 


ment in an executive Membership. After a hearing, the 

Court entered a Temporary Restraining Order on Janu- 
ary 3, 1975, which temporarily restrained and enjoined 
the defendants from further violations of the foregoing 
provisions of the Federal securities laws. 


On January 16 and 17, 1975, an evidentiary hearing 
was held on the Commission’s Motion for a Preliminary 
Injunction and Other Relief. On January 21, 1975, 
the Court entered an Order which found that the Exe- 
cutive Memberships which were offered and sold by 
the defendants were securities and that the travel and 
success club purportedly operated by the defendants 
was non-existent. Thus, investors purchased member- 
ships in nothing. This Order preliminarily enjoined 
the defendants from further violations of the regis- 
tration and antifraud provisions of the Federal securi- 
ties laws. As further relief, the Court ordered that the 
defendant Tolleson be preliminarily enjoined from 
dissipating, concealing or disposing of any personal 
assets with the exception that disbursements could 

be made for necessary and customary living expenses 
such as food, utilities, and mortgage payments on his 
personal residence. A receiver was appointed to take 
into his immediate custody all books and records of 
the defendant corporations. 


On August 18, 1975 a trial in the matter was held, at 
the conclusion of which the Court announced that 
it would enter an Order: (1) permanently enjoining 


the defendants from further violations of Sections 5(a), 


5(c), and 17(a) of the Securities Act of 1933 and 
and Section 10(b) of the Securities Exchange Act of 
1934 and Rule 10b-5, thereunder; (2) continuing the 
ancillary relief provisions of the preliminary injunc- 
tive Order, and (3) additionally ordering defendant 
Tolleson to disgorge to the Receiver the sum of $50,- 


555.90, which he received from the corporate defendants 
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as a result of their illegal activities. 


For further information see Litigation Releases Nos. 
6598, 6703, and 6814. 





Litigation Release No. 7061/August 27, 1975 


U.S. v. ROBERT ALDEN RHOADS, et al. 


(C.D. DA Crim. Action Nos. 75-737, 75-739, 75-739, 
75-740) 


William D. Keller, United States Attorney for the 
Central District of California, and Gerald E. Boltz, 
Regional Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission, 
announced that on August 25, 1975, Robert Alden 
Rhoads, age 48 of Mission Viejo, California, entered 
a plea of guilty in the United States District Court in 
Los Angeles, California, to one count of conspiracy 
in four separate criminal actions. Mr. Rhoads and 
seven other persons had been indicted on May 13, 
1975, following a Grand Jury investigation into the 
demise of the Shamrock Fund, a mutual fund lo- 
cated in Westlake Village, California. Those indict- 
ments included multiple charges alleging violations 
of the Investment Company Act of 1940, the Se- 
curities Exchange Act of 1934 and conspiracy to 
commit those violations. The conspiracy counts 

to which Mr. Rhoads pleaded guilty included conspir- 
acy to violate various of the federal securities laws. 


The indictments alleged that Rhoads, as the portfolio 
manager of the Shamrock Fund, was entrusted to 
make decisions for the Fund as to securities it would 
purchase. Shortly after taking over these duties, he 
agreed to purchase several large blocks of high risk 
securities from persons who in turn agreed to pay 
Rhoads and the Fund’s management company secret 
payments of large amounts of cash. The persons who 
allegedly paid these secret payments or helped arrange 
them were named as co-defendants and are awaiting 
trial. The securities purchased by Rhoads for Sham- 
rock included 5,500 shares of Advance Container Cor- 
poration for $122,375, with a secret payback of 
$25,000; 40,000 shares of Hoffman Resources, Inc. 
for $105,000 with a secret payback of approximately 
$40,000; 200,000 shares of Kardar Canadian Oils, 
Ltd. for $325,000 coupled with a secret payment of 
$80,000; and 600,000 shares of Consolidated Equities 
Management, Inc. for $200,000, coupled with a 
secret payment of $25,000. In tendering his guilty 
plea, Rhoads admitted the foregoing allegations. 


Trial of the remaining two defendants involved in the 
charges relating to the Advance Container purchase 
begins August 26, 1975, before United States District 
Judge David Williams. 

















i 





\ tencing in all four cases was delayed until 
October 22, 1975. 


Rhoads could receive as much as five years in prison 
and $10,000 in fines for each of the four counts to 
which he pleaded guilty. 
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